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Comments on Remaining Issues Regarding the Performance Plan in
Arizona

George S. Ford, Z-Tel Communications

The purpose of this document is to respond to the “Open Issues” list created after the December
18 and 19 PAP workshops, particularly those issues to which Z-Tel was assigned. Where
relevant, the responses contained herein are supported by spreadsheets (including all formulas
used therein) for review and validation. In some cases, the Modified Qwest Proposal (submitted
by Z-Tel earlier in this proceeding) has been altered in an attempt to reach consensus with
Qwest on particular issues. A new version of the Modified Qwest Proposal is provided (Exhibit
2). A redlined version is also provided as part of this filing (Exhibit 3).

The Commission requested responses from Z-Tel on the following issues:

PAP-3  Six months review in Texas has led to changes in the SBC PAP.
PAP-4  Appropriateness of the K-table.
PAP-5  Dispute concerning use of cap for penalties.
PAP-6  Other proposed PAP changes:
=  Unused monthly cap should roll forward
= There should be a minimum per occurrence penalty.
»  Penalties for repeat monthly occurrences should be accelerated.
= There should be direct payment to CLEC in lieu of bill credits.
PAP-8  What would penalty results be if a simulation using Qwest performance data
were run?
PAP-10 Is a severity factor needed? How should it apply to the proposed plan?
PAP-12  Tier 2 payments. WorldCom and Z-Tel oppose Qwest’s Tier 2 proposal.
PAP-13  Should penalties fall back to their original amount after 2 months of
compliance? Should repeated occurrences cause fall backs to escalate to higher
levels?

I will address each issue in turn, pointing to the exhibits when necessary.
Response to PAP-3:

PAP-3 inquires about the appropriate trigger for a “root cause analysis.” After the six-month
review in Texas, a two-consecutive month standard was adopted for root cause analysis. While
accepting all other modifications to the Texas Plan implemented after the six-month review,
Qwest has not incorporated the two-consecutive month standard into its plan. Generally,
deviations from the Texas Plan are not per se undesirable. For example, Qwest rejected the Texas
Plan’s treatment of benchmark measures, recognizing the inherent flaw in the Texas approach.
Given the wealth of other flaws with the Texas Plan, doing things differently in Arizona is not
problematic.

Regardless of the features of the Texas Plan, repeated (or severe) failure seems to be a
reasonable trigger for further investigation in the form of a root cause analysis. The exact
specification of such a trigger is a judgment call. As long as all the parties agree that root cause
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analysis can be triggered, the Commission should be able to weigh the various positions and
establish a reasonable trigger. I propose that a root cause analysis be performed for any measure
that misses three consecutive months (at any level) or two consecutive months at a mean
difference of 25% or above. While it is possible to construct more complicated triggers to deal
with failures that are persistent, but not consecutive, it is impossible to specify, ex ante, all
conditions under which a root cause analysis is warranted. Thus, the Commission should
establish formally its right to initiate a root cause analysis under circumstances it deems
warrant further investigation.

Response to PAP-4

The debate over the K-Table was not new to the December workshop. I have provided all
parties to this proceeding evidence that the K-Table in the Qwest proposal is computed
incorrectly. My spreadsheet is available on the internet (www.egroupassociates.com) (and is
filed here as Exhibit 4) and all formulas used are contained therein. The purported purpose of
the K-Table’s is to adjust the critical z-score and K value so that the cumulative binomial
distribution is 0.95 (which is interpreted as a 5% significance level). If the cumulative
distribution is computed from the numbers contained in Qwest’s proposed K-Table, the 0.95
level is not attained.

A more serious problem with the Qwest K-Table is that it is conceptually invalid. For example,
assume the significance level of the mean difference test is 5% (which is the case in the Qwest
Plan). If 100 statistical tests are performed, five of these test will, on average, fail due to Type I
error alone (a false positive). That is true only if all 100 tests are, in fact, in parity. Thus, the
appropriate number of excluded failures should be five tests, not the 8 proposed by the Qwest
K-Table. Using the Qwest K-Table will overstate the number of Type I errors (and thus
exclusions) by 47%, on average. The fact that the K-Table overstates the expected (or average)
number of Type I errors is undisputable on statistical grounds.

The K-Table, if computed correctly, is more suitable to testing whether or not the null
hypothesis that all measures are in parity than it is in determining the appropriate number of
exclusions. For example, the K value for 100 measures, determined from the binomial
distribution with a 5% probability of success and a cumulative distribution of 95%, is 9 tests.!
Note that the expected (or average) number of Type I failures is not 9 tests. Rather, the correct
interpretation of the K value is that more than 9 tests will fail due to Type I error less than 5% of
the time. Thus, if 10 tests are failed, then we can be better than 95% confident that the null
hypothesis of parity for all measures is invalid (we reject the null). If the null hypothesis of
parity is rejected, then a true means difference does exist and Type II error comes into play.
Note that if a means difference does exist, then there is no Type I error.

1 The actual cumulative distribution will be less than 5% due to the integer problem.
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Z-Tel, in this filing, submits to the Commission the Balanced Exclusion Table (Exhibit 1,
Spreadsheet Exhibit 1, and applied in Exhibit 2). The Balanced Exclusion Table computes the
appropriate number of exclusions given Qwest, per month, for Type I error. The Balanced
Exclusions Table employs the “K-Table” as a test of the parity hypothesis and considers both
Type I and Type II error. This table is summarized and described in Exhibit 1. The Balanced
Exclusion Table provides Qwest with exclusions equal to the expected number of Type I failures
(i.e., 5% of the tests performed) if the parity hypothesis that all measures are in parity cannot be
rejected. If the null hypothesis of all measures in parity is rejected, then the number of
exclusions is adjusted (downward) for Type II error. Adjusting for Type II error requires that
sample size be considered and the Balanced Exclusion Table does s0.2 In a simple specification
of the Balanced Exclusion Table, the table can be replaced with simple (formulaic) rules for
computing exclusions.? Further, a single critical value is used (1.65) rather than multiple critical
values, as Qwest’s K-Table requires. The single critical value and the decision to always round
up increases the number of exclusions provided Qwest.

Response to PAP-5

Conceptually, a cap on remedy payments is undesirable. Once the cap is reached, there is no
counterbalance to Qwest’s incentive to discriminate against CLECs. A procedural cap,
however, is much less problematic in that anticompetitive incentives continue to be addressed
during a procedural review of Qwest’s performance. Z-Tel supports a procedural cap of 44% of
net revenue, or $114 million for Qwest-AZ.

Under the Texas Plan, increasing the cap has little impact because it is nearly impossible for the
cap to be reached, even under widespread failure. For example, using the Performance Plan
Simulator, it can be shown that if all measures are “non-conforming” (at a z-score of 2.00),
Southwestern Bell must process about 232 million Tier 1 transactions in a given month to reach
its monthly cap for the state of Texas (about $24 million).4

The extremely low prospects for cap-level remedies in Texas are supported by actual data from
Texas. For Tier 2 (aggregate CLEC data), the average payment per percentage point of failure
was about $12,000 during September, October, and November.> Thus, if 100% of measures

2 Type Il error is computed based on the observed performance of SBC Texas on the aggregate CLEC data.
8 See the Z-Tel Performance Plan Simulator for an application of the Balanced Exclusion Table.

4 The assumptions for the Plan Simulator include a) all penalties are at the “first month” level; b) the z-score
failure is 2.00; c) the distribution factor is 1; d) sample size ranges from 30 to 730,000; and e) 100% failure of 636
measures. Even if the duration penalties were at their maximum value (6 months of repeated failure), about 14
million orders are required to reach the monthly cap (assuming that no cap has rolled forward).

5 For Texas performance statistics, see SBC's Ex Parte Submission, Texas 1.7 HOMR, Docket No. 00-217
(December 21, 2000). The Ex Parte can be downloaded at
https:/ /net.sbc.com/PublicAffairs/LongDistance/TX 1.7 HOMR.pdf and the “Tier 1 and Tier 2 Liquidated
Damages” table is available at https://clec.sbc.com.
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failed, the total Tier 2 remedy payment would be $1,200,000. During this time period, Tier 2
payments were roughly 41% of total payments, suggesting that 100% failure at current failure
and penalty levels would produce a total penalty (Tier 1 and Tier 2) of about $2,900,000, or
about 12% of the total (unrolled) monthly cap in Texas.¢

If the unmodified Texas Plan were applied to Qwest in Arizona, the monthly cap of $9.5 million
($114 million annually at 44% of net revenue) would be reached if Qwest processed about 71
million transactions per month.” Qwest has incorporated improvements in its Plan relative to
the Texas Plan, so the number of orders will be lower than for the (unmodified) Texas Plan.

Response to PAP-6
A number of issues are covered under PAP-6. I will respond to each in order.

First, if an absolute cap is used, the unused monthly cap should “roll forward.” Absolute caps
are, as described above, undesirable. By rolling forward the unused caps, the perverse
incentives created by the cap are partially offset.

Z-Tel has proposed that minimum penalty be applied to per-occurrence measures. Due to the
nature of per-occurrence calculations, small sample sizes produce small penalties regardless of
the actual consequences of the discrimination. For example, if Z-Tel submits 50 test orders and
all receive poor performance, Z-Tel likely would slow its process of entry until service quality
improved. This delay in the development of competition has important financial consequences
for both Z-Tel and consumers. The penalty for 50 “occurrences” is a pittance relative to the
retained profits and consumer surplus consequences of the discrimination.

Z-Tel originally proposed a minimum penalty amount of $5,000 regardless of CLEC sample
size. In the spirit of compromise, Z-Tel offers to lower the minimum penalty to $2,500 for
measures with fewer than 100 orders (on a CLEC-by-CLEC basis). Duration and severity
factors, discussed next, will counter any weakening of incentives provided by this reduction in
the proposed minimum penalty.

Both the Qwest Plan and the Modified Qwest Plan accelerate penalties for repeated failures.
There is no dispute that this acceleration is appropriate. While the Qwest Plan presents penalty
levels that increase with duration, the Modified Qwest Plan provided factors that apply to a
base penalty amount. These two approaches are alternative specifications of the same thing; the
practical effect of both approaches is identical.® There are two meaningful differences between
the Qwest and Modified-Qwest Plan on the issue of duration penalties. First, the Qwest Plan

6 Total payments are estimated by $1,200,000/0.41.
7 Using the same assumptions for the Plan Simulator as in the Texas example.

8 The implicit factors of the Qwest Plan easily are computed, as are the implicit penalties of the Modified Qwest
Plan.
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stops the acceleration at six-months. Qwest has provided no explanation for this peculiar
feature of their plan except that the Texas Plan does so. As a practical matter, if the six-month
penalty is not sufficient to halt discrimination in month seven, then the penalty is still too low
and further acceleration is warranted. Second, the two plans differ in that the Modified Qwest
Plan has ‘sticky’ duration penalties. In other words, after a duration penalty is applied for a
second time, the penalty amount is not returned to the initial level. Repeated failure is a good
indicator that the initial penalty level was too low and needs to be permanently increased to
induce compliance.

Finally, Z-Tel has proposed that direct payment to CLECs be used in lieu of bill credits. Direct
payment is easier to handle and does not create perverse incentives for Qwest as do bill credits.
Virtually every CLEC prefers direct payment to bill credits and Qwest has yet to present (to my
knowledge) any valid reason to use bill credits. Furthermore, if bill credits are used, two entire
payment systems must be designed, implemented, and administered because direct payment is
required for Tier 2 payments and for any payments that exceed the CLEC’s bill. The
transparency of direct payment to Qwest’s management also is desirable in that it may serve as
a better motivator to improve service than will bill credits. Finally, Z-Tel's experience is that
ILEC bills are highly inaccurate. Resolving billing disputes is complicated enough; the process
does not need to be further complicated by incorporating remedy payments into the monthly
bills.

Response to PAP-8

I have developed a performance plan simulator that is capable of evaluating the impact on
penalties of various aspects of the plan. The simulator is available on the Internet
(www.egroupassociates.com) and is submitted in this filing (Exhibit 5). Most of the remaining
differences between the Qwest and Modified Qwest Plan can be analyzed using the simulator.

Response to PAP-10

The Zone Parity and Modified Qwest Plans both contain severity factors and a discussion of
why such factors are needed. Put simply, providing a customer marginally bad service is much
different than providing that customer very bad service. Larger deviations from parity can be
expected to have more serious implications on a per-occurrence basis than smaller deviations.
Additionally, if the initial penalty is set too low, the severity factors keep discrimination in
check by raising the penalty for larger levels of disparity.

At small differences between ILEC and CLEC performance, the severity factors are irrelevant. It
is only when the differences get very large that the factors begin to influence the penalty level. If
the initial penalty levels proposed by Qwest are sufficiently large to induce compliance, as
Qwest claims, then the severity factors should be of no significance to the company. Only when
CLEC service quality levels are expected to fall well below the service Qwest provides to itself
should Qwest be concerned with the use of severity factors.

Z
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Somewhat related to this issue is that the Qwest Plan truncates the total penalty paid to CLECs
for a given measure at a 100% of the means difference. Clearly, a 500% difference between
means is not equivalent to a 100% difference in means. However, the Qwest Plan requires no
more penalties be paid for a 500% difference than it does a 100% difference. The claim that
“occurrences” cannot exceed orders is unconvincing. The per-occurrence calculation scheme in
the Qwest Plan (and the Modified Qwest Plan) does not count the number of “occurrences” of
discrimination. Rather, the procedure simply calculates the percent difference between means
and then scales that by the order count.? At a minimum, the percent difference between ILEC
and CLEC means should be unbounded so that differences exceeding 100% are not ignored.

One compromise position Z-Tel would find acceptable is to unbound the means differences (so
that differences can exceed 100%) and apply the severity factors only to duration penalties. In
other words, as long as a measure is not missed repeatedly, the severity factors do not apply.
This proposal, of course, presumes that the duration factors are “sticky.” Severity factors would
not apply to any base penalty, whether or not that base penalty is the result of a “sticky”
duration factor.

Response to PAP-12

The Tier 2 portion of the Modified Qwest Plan proposes that Tier 2 be conducted in the same
manner as Tier 1 except that the aggregate CLEC data is used and all payments go to a state
fund of some sort. To date, Qwest has not provided any explanation for why particular
measures should be treated differently in Tiers 1 and 2. It seems apparent that measures
believed to have a “High” influence on a CLEC's ability to offer service likewise should have a
“High” impact on CLECs as a whole. While there may be reasons for excluding particular
measures from Tier 2, these reasons should be stated explicitly for review by interested parties.
Until Qwest provides explanations for excluding measures, Z-Tel’s position is that all measures
should be included in Tier 2. Z-Tel is open, however, to discussion about why particular
measures should be excluded.

Response to PAP-13

Both the Modified Qwest Plan and the Zone Parity Plan propose “sticky” duration penalties.
Common to all plans, duration penalties are required because repeated poor performance
indicates that the base penalty level was insufficient to incent the ILEC to provide compliant
service. For example, if the ILEC benefits $100 from an act of discrimination, then a $50 penalty
will insure that discrimination occurs because the net benefit of the discriminatory act is
positive ($50 to be exact). If the penalty is increased to $100, then the ILEC’s net benefit from
discrimination is zero and compliant service is expected. If the duration penalty of $100 is

9 For example, assume the ILEC provides to all of its customers at a one day interval. For the CLEC, half of the
orders get one day service while the other half get three day service. The mean level of service for the CLEC is twice
that of the ILEC (100% difference), but only one-half of the CLEC’s customers received “discriminatory service.”
Zone Parity is the only proposed plan that remotely computes the true number of “mean shifting” observations.
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effective, but $50 is not, why then would the penalty be returned to its initial level of $507?
Returning the penalty to a level known to be ineffective is illogical.

The Modified Qwest Plan allows for the return to the base penalty after compliance during the
first experience of repeated violations. If the duration factors are invoked a second time,
however, the Modified Qwest Plan resets the base penalty to the highest duration penalty paid.
After all, it is that highest duration penalty that achieved compliance.

It is unlikely that the arbitrary penalty levels established by the Qwest Plan will equal the
effective level for all 600 or so measures. In fact, divine intervention is required to know, ex
ante, the effective penalty levels for each measure and even each CLEC. With sticky duration
factors or penalties, the choice of initial or base penalties need not be perfect. Over time, the
effective penalty level will be reached. Of course, without sticky duration factors, the penalty
levels with migrate back-and-forth between effective and ineffective levels. Instability in
effectiveness is not a characteristic of a well-designed performance plan.

Recognizing that the incentives of the ILEC may change over time, at some future date the base
penalties inflated by duration factors may be reduced slowly. For example, penalties might be
reduced 10% per month to the initial base penalty unless, of course, non-compliance is
experienced during this process. However, the Commission must be careful to not provide the
ILEC a motivation to game the system by resetting the penalties. This type of gaming is more
likely for penalties that have, over time, become substantially larger than the initial base

penalty.

0N
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Balanced Exclusion Table
T = Number of Statistical Tests Performed (excluding benchmarks).
F = Number of Observed Test Failures (z > 1.65)
N = Average CLEC Sample Size for All Metrics or Potentially Excluded Metrics
Parity-Null Critical =~ Expected Type
Number of Tests Value Failures Exclusions
T K ol F<K F>K
N<=1450 N>1450
10 2 0 0 0 0
20 3 1 1 0 1x(1-F/T)
30 4 1 1 0 1x(1-F/T)
40 4 2 2 0 2x(1-F/T)
50 5 2 2 0 2x(1-F/T)
60 6 3 3 0 3x(1-F/T)
70 7 3 3 0 3x(1-F/T)
80 7 4 4 0 4x(1-F/T)
90 8 4 4 0 4x(1-F/T)
100 9 5 5 0 5x(1-F/T)
110 9 5 5 0 5x(1-F/T)
120 10 6 6 0 6x(1-F/T)
130 11 6 6 0 6x (1-F/T)
140 1 7 7 0 7x(1-F/T)
150 12 7 7 0 7x(1-F/T)
160 13 8 8 0 8x(1-F/T)
170 13 8 8 0 8x(1-F/T)
180 14 9 9 0 9x(1-F/T)
190 15 9 9 0 9x(1-F/T)
200 15 10 10 0 10x(1-F/T)
250 18 12 12 0 12x (1-F/T)
300 21 15 15 0 15x (1-F/T)
350 24 17 17 0 17x (1-F/T)
400 27 20 20 0 20x(1-F/T)
450 30 2 2 0 2x(1-F/T)
500 33 25 25 0 25x (1-F/T)
550 36 27 27 0 27x (1-F/T)
600 39 30 30 0 30x(1-F/T)
650 42 32 32 0 32x (1-F/T)
700 45 35 35 0 35x (1-F/T)
750 48 37 37 0 37x(1-F/T)
800 50 40 40 0 40x (1-F/T)
900 56 45 45 0 45x (1-F/T)
1000 62 50 50 0 50x (1-F/T)
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THE MODIFIED QWEST ARIZONA PERFORMANCE
ASSURANCE PLAN

1.0 Introduction

In conjunction with its applications to State Commissions for approval under Section 271 of the
Telecommunications Act of 1996 (the “Act”) to offer in-region long distance service, Qwest
Corporation (“Qwest”) proposes the following Performance Assurance Plan (“PAP”). Qwest is
committed to continued compliance with its Section 271 obligations. As proof of that commitment,
Qwest is prepared to voluntarily enter into a monitoring and enforcement mechanism, as outlined
below, as a demonstration of its commitment to continue to satisfy Section 251 of the Act.’

The Qwest PAP mirrors the performance assurance plan approved by the Federal Communications
Commission (“FCC”) for Southwest Bell Telephone Company-Texas, but remedies a number of
shortcomings in the Texas Plan and incorporates numerous improvements.” Qwest believes that
controversy can be avoided and the resources of the State Commissions and the Company can be
best utilized by avoiding a drawn out process of creating a performance assurance plan from
scratch. Therefore, Qwest has taken the extraordinary step of duplicating key elements of the
approved Texas plan and adjustment the plan where necessary to remedy flaws and improve the
plan’s effectiveness.

The FCC has recognized that performance assurance plans may vary widely from state to state, but
that the key elements of any plan should fall within a “zone of reasonableness” such that the plans
provide incentives sufficient to foster on-going satisfaction of 271 requirements.> Rather than
“reinvent” key elements, the Qwest PAP adopts the basic principles of theTexas enforcement plan
structure, including its statistical test, payment computation, and initial payment levels.
Furthermore, the Qwest PAP puts at risk 44% of the Company’s “net revenues” derived from local
exchange services.

2.0 Plan Structure

The Qwest PAP is a two-tiered, self-executing remedy plan. The plan is developed to provide
individual CLECs with Tier-1 payments if Qwest does not provide parity between the service it
provides to the CLEC and that which it provides to its retail customers, or if Qwest fails to meet
applicable benchmarks. In addition, the PAP provides Qwest with additional incentives to satisfy
parity and benchmark standards by requiring Qwest to make Tier-2 payments--payments to State
Funds established by the State Commissions--if Qwest fails to meet parity and benchmark

! Specifically, the enforcement plan is intended to satisfy Sections 251(c)(2)(C) and 251(c)(3) of the Act.
2 In the Matter of the Application by SBC Communications, Inc., CC Docket No. 00-65, Memorandum Opinion and
Order, June 30, 2000.

? Id., para. 423.

Page - 1 MODIFIED BY GEORGE FORD, Z-TEL COMMUNICATIONS. THE CHANGES CONTAINED
HEREIN DO NOT NECESSARILY REFLECT THE VIEWS OF QWEST COMMUNICATIONS.
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standards on an aggregate CLEC basis. Tier-2 payments are over and above the Tier-1 payments
made to individual CLECs.

In the Qwest PAP, performance measurements are given different weightings to reflect relative
importance by the designations of High, Medium, and Low. Payment is generally on a per
occurrence basis, i.e., a set dollar payment times the number of non-conforming service events.

For the performance measurements which do not lend themselves to per occurrence payment,
payment is on a per measurement basis, i.e., a set dollar payment. The level of payment also
depends upon both the severity and duration of non-conforming performance, i.e., the payments are
increased with larger deviations from parity in a single month and repeated failures across months.

The parity standard is met when the service Qwest provides to CLECs is equivalent to that which it
provides to its retail customers. Statistically, parity exists when performance results for the CLEC
and for the Qwest retail analogue result in a Z-value that is no greater than the 1.65 (a 5%
significance level).* The Qwest PAP employs the Balanced Exclusion Table in order to adjust
payments for Type I and Type II errors.

For performance measurements that have no Qwest retail analogue, agreed upon benchmarks are
used. Benchmarks are evaluated using a “stare and compare” method. For example, if the
benchmark is 95% or better, Qwest performance results must be at least 95% to meet the
benchmark. When sample sizes are less than 100, percentage benchmark values will be adjusted to
round the allowable number of misses to the next higher integer. For example, in the event of a
95% benchmark, the number of misses is 5% times the sample size, rounded up to the nearest
integer. Benchmark measures are not included for purposes of the Balanced Exclusion Table.

3.0 Performance Measurements

The Qwest PAP incorporates performance measurements that will ensure Qwest’s service
performance to competitors can be measured and monitored so that any degradation of the agreed
upon level of service is detected and corrected. CLECs operating in Qwest’s region offer services
through several modes, including resale, interconnection, and the purchase of unbundled network
elements. The performance measurements incorporated into the Qwest PAP are broad based
enough to cover all the modes of entry.

Performance measurements have been developed in the 271 collaborative workshops. Each of the
measurements have been given a precise definition, called a Performance Indicator Definition
(“PID”), that includes specification of the unit of measure, the data to be utilized in the
measurement, and the standard. The standard may be a parity comparison of CLEC service
performance with the Qwest retail analogue. When no retail analogue exists, the standard is a

* The standard Z-test is based on normal statistical theory. If the sample size is large enough, the sample mean will
follow a known normal distribution that is dependent on the variance of the data and on the sample size. A sample size
of 30 is generally considered sufficient, although the required minimum sample size is dependent on the statistical
skewness of the data being sampled. The assumption of a normal distribution is what allows the Z-test. When the
sample size becomes too small, the distribution of the sample mean is no longer normal and the Z-test may not be
reliable. In that event, other methods, as described below, may be appropriate.
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benchmark. The PIDs have been agreed to among Qwest, the CLECs, and participating State
Commission staff members.

The performance measurements incorporated into the Qwest PAP are shown in Attachment 1.
Similar to the approved Texas plan, the measurements are designated as Tier-1, Tier-2, or both
Tier-1 and Tier-2. The measurements are also given a High, Medium, or Low designation,
reflective of relative importance. Of the TBD measurements that the parties have agreed to in the
ROC PID workshops, Qwest incorporates TBD of the measurements into the PAP.’

4.0 Statistical Measurement

Qwest proposes the use of a statistical test, namely the modified “Z-test,” for evaluating the
difference between two means (i.e., Qwest and CLEC service or repair intervals) or two
percentages (e.g., Qwest and CLEC proportions), to determine whether a parity condition exists
between the results for Qwest and the CLEC(s). The modified Z-tests are applicable if the number
of data points are greater than 30 for a given measurement. For testing measurements for which the
number of data points are 30 or less, Qwest may use a permutation test to determine the statistical
significance of the difference between Qwest and CLEC(s).

Qwest will be in conformance when the monthly performance results for parity measurements
(whether in the form of means, percents, or proportions and at the equivalent level of
disaggregation) are such that the calculated Z test statistics are not greater than 1.65. Qwest will be
in conformance with benchmark measurements when the monthly performance result equals or
exceeds the benchmark if a higher value means better performance, and when the monthly
performance result equals or is less than the benchmark if a lower value means better performance.

’ Of the 20 PIDs not included in Qwest’s PAP, 14 are diagnostic or parity by design. As such, it is not appropriate to
include them in a performance assurance plan. The remaining 6 measurements are not included because they were not
requested by the CLEC:s in the Arizona 271 performance assurance workshops that are underway or are duplicative of
other measurements that are included.
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The following is the formula for determining parity using the Z test:
z =DIFF / ODIFF

Where:
DIFF = Mqwest — McieC

MgqwesT = Qwest average or proportion
Mcrec = CLEC average or proportion
opirr = SQRT [6°Qwest (1/ 1 crec + 1/ 1 gwest)]
0 *gwest = Calculated variance for Qwest
NQwest = Number of observations or samples used in Qwest measurement
ncrec = number of observations or samples used in CLEC measurement
The Z tests will be applied to reported parity measurements that contain more than 30 data points.

In calculating the difference between Qwest and CLEC performance, the above formulae apply
when a larger Qwest value indicates a better level of performance. In cases where a smaller Qwest
value indicates a higher level of performance, the order is reversed, i.e., McLec - MowesT-

For parity measurements where the performance delivered to CLEC(s) is compared to Qwest
performance and for which the number of data points is 30 or less, Qwest will apply a permutation
test to test for statistical significance. Permutation analysis will be applied to calculate the z
statistic using the following logic:

Calculate the z statistic for the actual arrangement of the data

Pool and mix the CLEC and Qwest data sets

Perform the following 1000 times:
Randomly subdivide the pooled data sets into two pools, one the same size as the
original CLEC data set (nc gc) and one reflecting the remaining data points, and one
reflecting the remaining data points, (which is equal to the size of the original Qwest
data set or nowesT)-
Compute and store the Z-test score (Zg) for this sample.

Count the number of times the Z statistic for a permutation of the data is greater than the

actual Z statistic

Compute the fraction of permutations for which the statistic for the rearranged data is

greater than the statistic for the actual samples

If the fraction is greater than o, the significance level of the test, the hypothesis of no difference is
not rejected, and the test is passed.
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5.0 Balanced Exclusion Table

The application of the Balanced Exclusion Table is as follows. First, compute the number of tests
performed (7). Compute the number of test failed (F) based on a critical value of 1.65 (or -1.65).
Compare the number of failed tests to the K value. If F < K, then the null hypothesis of parity
service is accepted and 0.05-7 exclusions are provided Qwest (the expected number of Type I
failures). If F > K, then the null hypothesis of parity service is rejected and the exclusions are
adjusted to account for Type II error. If the average sample size for the CLEC is less than or equal
to 1,450 (for parity measures only), then no measures are excluded because Type II error exceeds
Type I error. For average CLEC sample sizes greater than 1,450, exclusions equal 0.05-7-(1 - F/T).

While the Balanced Exclusion Table is presented in table form, all the values are more readily
determined using simple algorithm. Determining the number of exclusions is accomplished as

follows. First, compute 7, F, K, and the average CLEC sample size (7. ).% Second, the hypothesis
of parity across all measures is tested by comparing F and K. If F < K, then the assumption of

parity across measures is accepted and exclusions equal 0.05-T (because the significance level is
0.05). Alternately, if F > K, then parity is rejected and exclusions are adjusted as follows. If F > K

and nz < 1,450, then no exclusions are given. If > K and n; >1,450, then exclusions equal

0.05-7-(1 - F/T). Any statistical package, Excel, or Lotus 1-2-3 performs these computations easily
and quickly.

6 K is derived from the binomial distribution. In Microsoft Excel, the command is [=CRITBINOM(7, 0.05, 0.95)].
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Balanced Exclusion Table

T = Number of Statistical Tests Performed (excluding benchmarks).
F = Number of Observed Test Failures (z > 1.65)
N = Average CLEC Sample Size for All Metrics or Potentially Excluded Metrics

Parity-Null Critical Expected Type I
Number of Tests Value Failures Exclusions
T K oT F<K F>K
N<=1450 N>1,450
10 2 0 0 0 0
20 3 1 1 0 1x(1-F/T)
30 4 1 1 0 1x@1-F/T)
40 4 2 2 0 2x(1-F/T)
50 5 2 2 0 2x(1-F/T)
60 6 3 3 0 3x(1-F/T)
70 7 3 3 0 3x(1-F/T)
80 7 4 4 0 4x(1-F/T)
20 8 4 4 0 4x(1-F/T)
100 9 5 5 0 5x(1-F/T)
110 9 5 5 0 5x(1-F/T)
120 10 6 6 0 6x(1-F/T)
130 11 6 6 0 6x(1-F/T)
140 11 7 7 0 7x(1-F/T)
150 12 7 7 0 7x(1-F/T)
160 13 8 8 0 8x(1-F/T)
170 13 8 8 0 8x(1-F/T)
180 14 9 9 0 9x(1-F/T)
190 15 9 9 0 9x(1-F/T)
200 15 10 10 0 10x (1-F/T)
250 18 12 12 0 12x (1-F/T)
300 21 15 15 0 15x(1-F/T)
350 24 17 17 0 17x (1-F/T)
400 27 20 20 0 20x(1-F/T)
450 30 22 22 0 22x(1-F/T)
500 33 25 25 0 25x(1-F/T)
550 36 27 27 0 27x(1-F/T)
600 39 30 30 0 30x(1-F/T)
650 42 32 32 0 32x(1-F/T)
700 45 35 35 0 35x(1-F/T)
750 48 37 37 0 37x(1-F/T)
800 50 40 40 0 40x(1-F/T)
850 53 42 42 0 42x(1-F/T)
900 56 45 45 0 45x (1-F/T)
950 59 47 47 0 47x(1-F/T)
1000 62 50 50 0 50x (1-F/T)
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6.0  Tier-1 Payments to CLECs

Tier-1 payments to CLECs relate solely to the performance measurements designated as Tier-1 on
Attachment 1. For purposes of calculating the amount of payments, the Tier-1 performance
measurements are categorized as High, Medium, and Low. The amount of payments for non-
conforming service varies depending upon the High, Medium, and Low designations and upon the
duration of the non-conforming condition, as described below. “Non-conforming” service is
defined in section 4.0.

6.1 Determination of Non-conforming Measurements: The number of performance measurements
that are determined to be “non-conforming” and, therefore, eligible for Tier-1 payments, are limited
according to the Balanced Exclusion Table. The Critical Z-value of 1.65 is the statistical standard
that determines for each CLEC performance measurement whether Qwest has met parity.
Exclusions from the Balanced Exclusion Table determine the number of measurements that are
excluded from the payment calculation described in section 7.0 and 8.0. The number of exclusions
1s determined from Table 1 by totaling the number of performance measurements (for which a
statistical test is performed) applicable to a CLEC during a month where the sample size is 10 or
greater. A description of how the Balanced Exclusion Table is applied is provided in Section 5.0.

6.2 Determination of the Amount of Payment: Tier-1 payments to CLECs, except as provided for
in section 10.0, are calculated and paid monthly based on the number of performance
measurements exceeding the Critical Z-value of 1.65, subject to the adjustments made by the
Balanced Exclusion Table. Payments will be made on either a per occurrence or per measurement
basis, depending upon the performance measurement, using the dollar amounts, duration factors,
and severity factors specified in Table 2 below. The dollar amounts vary depending upon whether
the performance measurement is designated High, Medium, or Low, escalate depending upon the
number of consecutive months for which Qwest has not met the standard for the particular
measurement, and escalate based on the percentage difference between the performance of the
ILEC and CLEC.

During the first experience of repeated failures for a given measure, the payment amount returns to
the base payment (the duration factor is set to 1) after two-months of conformance. If the duration
factors are applied again to the same measure, the base penalty is increased to the highest payment
made prior to conformance. In other words, during and after the second episode of repeated failure,
the payments do not return to the base payment level.®

For those performance measurements listed on Attachment 2 as “Performance Measurements
Subject to Per Occurrence Payments With a Cap,” payment to a CLEC in a single month shall not

7 For purposes of assessing severity, the percentage difference for percentage benchmarks and parity measures is
calculated as (ILEC — CLEC)/(1 - ILEC), if higher percentage values indicate better performance.

¥ After a long spell of conformance, the Commission may initiate an investigation to determine whether or not the
economic incentives of Qwest have changed adequately to warrant a slow markdown of the increased base payment.
This reduction in the base payment will occur in 10% increments, unless non-conformance is again observed in which
case the payment is increased to the highest base payment for which conformance was observed for more than three
months.
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exceed the amount listed in Table 2 below for the “Per Measurement” category. For those
performance measurements listed on Attachment 2 as “Performance Measurements Subject to Per
Measure Payments,” payment to a CLEC will be the amount set forth in Table 2 below under the
section labeled “per measure.” Both ‘Per Occurrence’ and ‘Per Measure’ payment caps are subject
to duration and severity factors.

TABLE 2: TIER-1 PAYMENTS TO CLECs

Per occurrence | | | |
Duration Factors
Measurement Group Base Month2 | Month3 | Month4 | Month 5 Month
Payment M and
each
following
: month
High $150 2 3 4 5 M
Medium $ 75 2 3 4 5 M
Low $ 25 2 3 4 5 M
Severity Factors
Means/Benchmark §225% | s250% | §275% | s2100% | s>21.25% | s=2X%
Difference
Factor 1.25 1.5 1.75 2 2.25 1+X
Per Measure/Cap | | |
Duration Factors
Measurement Group Base Month2 | Month3 | Month4 | Month 5 Month
Payment M and
each
following
month
High $25,000 |2 3 4 5 M
Medium $10,000 |2 3 4 5 M
Low $ 5,000 |2 3 4 5 M
Severity Factors
§225% | $250% | s275% | s>100% | §>125% | s>2X%
1.25 1.5 1.75 2 2.25 1+X
7.0  Tier-2 Payments to State Funds

Payments to State Funds established by the State Regulatory Commissions under Tier-2 of the
Qwest PAP provide additional incentive to correct on-going non-conformance. The payments
apply to all Tier 1 measures and the aggregate CLEC data is used. Similar to the Tier-1 structure,
Tier-2 measurements are categorized as High, Medium, and Low and the amount of payments for
non-conformance varies according to this categorization.
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7.1 Determination of Non-conforming Measurements: The determination of non-conformance
will be based upon the aggregate of all CLEC data for each Tier-2 performance measurement.
“Non-conforming” service is defined in section 4.0. The number of performance measurements
determined to be “non-conforming” and, therefore, eligible for Tier-2 payments, is limited
according to the 1.65 Critical Z-value and the Balanced Exclusion Table. The Critical Z-value of
1.65 is the statistical standard that determines for each parity performance measurement whether
Qwest has met parity. Conformance with benchmarks is based on a “stare and compare” analysis.

7.2 Determination of the Amount of Payment: Tier-2 payments are calculated and paid monthly
based on the number of performance measurements exceeding the Critical Z-value of 1.65 or
falling short of established benchmarks. Payment will be made on either a per occurrence or per
measurement basis, whichever is applicable to the performance measurement, using the dollar
amounts specified in Table 3 below. The dollar amounts vary depending upon whether the
performance measurement is designated High, Medium, or Low. Like Tier 1 payments, Tier 2
payments vary by both the duration and severity of the disparity (with the factors specified in Table
2).

For those Tier-2 measurements listed in Attachment 2 as “Performance Measurements Subject to
Per Measurement Payment,” payment to a State Fund will be the amount set forth in Table 3 under
the section labeled “per measure”. Severity and duration factors apply to per-measure payments.
7.3 Use of the Funds: Qwest payments to the State Funds shall be used in a competitively-neutral
manner and shall not re-enter Qwest’s revenue stream.

TABLE 3: TIER-2 PAYMENTS TO STATE FUNDS

Per occurrence

Measurement Group

High $500
Medium $300
Low $200
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Per Measurement/Cap
Measurement Group
High $75,000
Medium $30,000
Low $20,000

8.0 Step by Step Calculation of Tier-1 Payments to CLECs

The following describes step-by-step the calculation of Tier-1 payments. The calculation will be
performed monthly for each CLEC.

8.1 -Application of the Exclusions:

For each CLEC, determine the total number of Tier-1 performance measurements’ that measure the
service provided by Qwest for the month in question. From Table 1 in section 5.0, determine for
each CLEC the number of applicable exclusions.

For each CLEC, identify the Tier-1 performance measurements with a minimum sample size of 10
that Qwest’s service performance is ‘“non-conforming” for the month in question, using the Critical
Z-value of 1.65.

For the retail analogue performance measurements that are identified as non-conforming, group the
measurements according to the High, Medium, and Low categories shown on Attachment 1.

Within each High, Medium, and Low group, sort the performance measurements in ascending
order based on the number of data points or transactions used to develop the performance
measurement result (e.g., service orders, collocation requests, installations, trouble reports).

Exclude the first failures designated as Low up to the number of exclusions provided by the
Balanced Exclusion Table , starting with the performance measurement that has the fewest number
of underlying data points. If the number of performance measurements in the Low category is less
than the number of Exclusions, repeat the process next with the Medium category and then the
High category until a total number of excluded performance measurements have been excluded. If
all Low, Medium and High measurements are excluded by this process, then no payment is due.
Non-excluded and “non-conforming” performance measurements, if any, are used to calculate Tier-
1 payments to each CLEC.

The following qualifications apply to the general rule of excluding performance measurements as
described above. A performance measurement, for which the payment is on a per measure basis,

? For the purpose of determining the K value and Critical Z-values, each disaggregated category of a performance
measurement with a minimum sample size of 10 counts as “one” measure. For instance, a performance measurement
that is disaggregated into 10 products, each further disaggregated into two geographic areas would count as “20”
measurements.
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will not be excluded unless the amount of that measure’s payment is less than the payment that
would result for each remaining measure.

8.2 Performance Measurements for which Payment is Per Occurrence:

The following describes the calculation of Tier-1 payments to CLECs in which payment is based
upon a per occurrence dollar amount.

8.2.1 Performance Measurements that are Averages or Means:

Step 1: For each performance measurement, calculate the average or the mean that would yield the
Critical Z-value of 1.65. Use the same denominator as the one used in calculating the Z-statistic
for the measure.

Step 2: Calculate the percentage differences between the actual averages and the calculated
averages. The calculation is % diff = (CLEC result — Calculated Value)/Calculated Value.

Step 3: For each performance measurement, multiply the total number of data points by the
percentage calculated in the previous step and the per occurrence dollar amounts taken from the
Tier-1 Payment Table to determine the payment to the CLEC for each non-conforming
performance measurement.

8.2.2 Performance Measurements that are Percentages:

Step 1: For each performance measurement, calculate the percentage that would yield the Critical
Z-value of 1.65. Use the same denominator as the one used in calculating the Z statistic for the
measure. '

Step 2: Calculate the percentage difference between the actual percentages for the CLEC and the
calculated percentages. The calculation is % diff = (CLEC % result — Calculated %
Value)/Calculated % Value.

Step 3: For each performance measurement, multiply the total number of data points by the
difference in percentage calculated in the previous step and the per occurrence dollar amount taken
from the Tier-1 Payment Table to determine the payment to the CLEC for each non-conforming
performance measurement.

8.2.3 Performance Measurements that are Ratios or Proportions:

Step 1: For each performance measurement, calculate the ratio that would yield the Critical Z-
value. Use the same denominator as the one used in calculating the Z-statistic for the measure.
(For benchmark measurements, use the benchmark value.)

Step 2: Calculate the percentage difference between the actual rate for the CLEC and the
calculated rate. The calculation is % diff = (CLEC % rate — Calculated rate)/Calculated rate.

Step 3: For each performance measurement, multiply the total number of data points by the
difference calculated in the previous step and the per occurrence dollar amount taken from the Tier-
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1 Payment Table to determine the payment to the CLEC for each non-conforming performance
measurement.

8.3 Performance Measurements for which Payment is Per Measure: For each performance
measurement that Qwest fails to meet the standard, the payment to the CLEC is the dollar amount
shown on the “per measure” portion of the Tier-1 Payment Table.

9.0 Step by Step Calculation of Tier-2 Payments

The following describes step by step the calculation of Tier-2 payments. The calculation will be
performed monthly using the aggregate CLEC performance results. All Tier-2 payments will be
made to a designated state fund.

Determine the total number of Tier-2 performance measurements'® that measure the service
provided by Qwest to all CLECs for the month in question. From Table 1 in section 5.0, determine
the number of exclusions to be used below.

Identify the Tier-2 performance measurement for which Qwest’s service performance is non-
conforming for the month in question, using the Critical Z-value of 1.65.

For each performance measurement that is identified as non-conforming, payment will be
calculated as described below.

9.1 Performance Measurements for which Payment is Per Occurrence:

The following describes the calculation of Tier-2 payments to the State Fund in which payment is
based upon a per occurrence dollar amount.

9.1.1 Performance Measurements that are Averages or Means:

Step 1: Calculate the monthly average or the mean for each performance measurement that would
yield the Critical Z-value of 1.65 for each month. Use the same denominator as the one used in
calculating the Z-statistic for the measure. (For benchmark measurements, use the benchmark
value.)

Step 2: Calculate the percentage difference between the actual averages and the calculated
averages for each month. The calculation for parity measurements is % diff = (actual average —
calculated average)/calculated average.

Step 3: For each performance measurement, multiply the total number of data points each month
by the percentage calculated in the previous step. Multiply this result by the per occurrence dollar

1% For the purpose of determining the Critical Z-value, each disaggregated category of a performance measurement with
a minimum sample size of 10 counts as “one” measure. For instance, a performance measurement that is disaggregated
into 10 products, each further disaggregated into two geographic areas would count as “20” measurements.
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amount taken from the Tier-2 Payment Table to determine the payment to the State Fund for each
non-conforming performance measurement.

9.1.2 Performance Measurements that are Percentages:

Step 1: For each performance measurement, calculate the monthly percentage that would yield the
Critical Z-value of 1.65 for each month. Use the same denominator as the one used in calculating
the Z-statistic for the measure. (For benchmark measurements, use the benchmark value.)

Step 2: Calculate the percentage difference between the actual percentages and the calculated
percentages for each non-conforming measure. The calculation is % diff = (CLEC % result —
Calculated & Value)/Calculated % Value. This formula is applicable where a high value is
indicative of poor performance. The formula is reversed where high performance is indicative of
good performance.

Step 3: For each performance measurement, multiply the total number of data points by the
difference in percentage calculated in the previous step. Multiply this result by the per occurrence
dollar amounts taken from the Tier-2 Payment Table to determine the payment to the State Fund
for each non-conforming performance measurement.

9.1.3 Performance Measurements that are Ratios or Proportions:

Step 1: For each performance measurement, calculate the ratio that would yield the Critical Z-
value of 1.65 for each month. Use the same denominator as the one used in calculating the Z-
statistic for the measure. (For benchmark measurements, use the benchmark value.)

Step 2: Calculate the difference between the actual rate for the CLEC and the calculated rate for
each month of the non-conforming three-month period. The calculation is % diff = (CLEC % rate
— Calculated rate)/Calculated rate.

This formula is applicable where a high value is indicative of poor performance. The formula is
reversed where high performance is indicative of good performance.

Step 3: For each performance measurement, multiply the total number of data points by the
difference calculated in the previous step for each month. Multiply the result by the per occurrence
dollar amounts taken from the Tier-2 Payment Table to determine the payment to the State Fund
for each non-conforming performance measurement.

9.2 Performance Measurements that Payment is Per Measure:

For each performance measurement that Qwest fails to meet the standard, the payment to the State

Fund is the dollar amount shown on the “per measure” portion of the Tier-2 Payment Table.

10.0 Low Volume and Developing Markets
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In the event the monthly volume of a CLEC participating in the PAP is more than 10 but less than
100 for an individual measure, Qwest will make Tier-1 payments of a minimum of $2,500 to the
CLEC if during a month Qwest fails to meet the parity or benchmark standard for the performance
sub-measurement.

At the 6-month reviews, the Commission, CLECs, and Qwest will consider adjustments to the
minimum payment including the possible exclusion of particular measures or a reduction or
increase in the minimum payment amount. '

11.0 Payment

Payments to CLECs or the State Fund shall be made one month following the due date of the
performance measurement report for the month for which payment is being made.

Payments to CLECs and . the State Fund will be made via check or wire transfer.

12.0 Cap on Tier-1 and Tier-2 Payments

There shall be a procedural cap on the total payments by Qwest during a calendar year for each of
the 14 states. The cap amounts by state are shown on Attachment 3. The cap represents 44% of
the “net revenues,” where net revenues are defined in the FCC’s order approving the Bell Atlantic-
New York 271 application and affirmed in the FCC order approving the Southwest Bell Telephone-
Texas 271 application.“ The procedural cap applies to the aggregate of Tier-1 and Tier-2
payments to CLECs, excluding payments made pursuant to any other alternative performance
obligations pursuant to an interconnection agreement with a CLEC and any other payments
required by State Commissions pursuant to service quality rules, orders or other agreements that
relate to the same or analogous service. If the procedural cap is reached during any consecutive 12
month period Qwest shall, within 30 days, file a petition with the State Commission for an
expected hearing showing why it should not be required to pay remedies in excess of the
procedural cap. Payments shall be made to escrow during this proceeding.

In the event the annual procedural cap is reached within a calendar year or one-sixth of the cap is

reached in a single month and it is determined that poor performance alone is the cause of such
payments, Qwest shall cease offering in-region interLATA services to new customers.

13.0 Limitations

1 Federal Communications Commission, CC Docket No. 99-404, Memorandum Opinion and Order, December 22,
1999, Para. 436 and footnote 1332; Federal Communications Commission, CC Docket No. 00-65, Memorandum
Opinion and Order, June 30, 2000, Para 424.
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13.1 Qwest’s PAP shall not become available in a State until approval by the State Commission.

The Plan shall be in effect six-months prior to a 271 filing before the FCC.

13.2 Qwest shall be liable for Tier-1 or Tier-2 payments to any CLEC offering services in the state
using resale, interconnection, or unbundled elements.

13.3 Qwest shall not be obligated to make Tier-1 or Tier-2 payments for any measurement if and
to the extent that non-conformance for that measurement was the result of any of the following: a
Force Majeure event; an act or omission by a CLEC that is contrary to any of its obligations under
its interconnection agreement with Qwest or under the Act or State law; or an act or omission by a
CLEC that is in bad faith."> Qwest will not be excused from Tier-1 or Tier-2 payments on any
other grounds, except as described in paragraph 12.7. Qwest will have the burden to demonstrate
that its non-conformance with the performance measure was excused on one of the grounds
described in this PAP.

13.8 Whenever a Qwest Tier-1 payment to an individual CLEC exceeds $3 million in a month, or
when all CLEC Tier-1 payments in any given month exceed the monthly cap (section 12.0), Qwest
may commence a show cause proceeding. Upon timely commencement of the show cause
proceeding, Qwest must pay the balance of payments owed in excess of the threshold amount into
escrow, to be held by a third party pending the outcome of the show cause proceeding. To invoke
these escrow provisions, Qwest must file with the Commission, not later than the due date of the
Tier-1 payments, an application to show cause why it should not be required to pay any amount in
excess of the procedural threshold. Qwest will have the burden of proof to demonstrate why, under
the circumstances, it would be unjust to require it to make the payments in excess of the applicable
threshold amount. If Qwest reports non-conforming performance to a CLEC for three consecutive
months on 20% or more of the measurements reported to the CLEC and has incurred no more than
$1 million in liability to the CLEC, the CLEC may commence a similar show cause proceeding. In
any such proceeding the CLEC will have the burden of proof to demonstrate why, under the
circumstances, justice requires Qwest to make payments in excess of the amount calculated
pursuant to the terms of the PAP.

14.0 Reporting

Upon FCC 271 approval for a state, Qwest will provide CLECs, whose transactions are monitored
by the PAP, a monthly report of Qwest’s performance for the measurements identified in the PAP
by the 25th day of the month following the month for which performance results are being
reported. In addition to the descriptive statistics for the measures, the report shall include the
payment, if any, levied for each individual measures and indicate which measures were excluded
by the Balanced Exclusion Table. Qwest will collect, analyze, and report performance data for the
measurements listed on Attachment 1 in accordance with the most recent version of the Service
Performance Indicator Definitions (PID). Upon a CLEC’s request, data files of the CLEC’s raw

2 Examples of bad faith conduct include, but are not limited to: unreasonably holding service orders and/or
applications, “dumping” orders or applications in unreasonable large batches, “dumping” orders or applications at or
near the close of a business day, on a Friday evening or prior to a holiday, and failing to provide timely forecasts to
Qwest for services or facilities when such forecasts are required to reasonably provide services or facilities.
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data, or any subset thereof, will be transmitted, without charge, to the CLEC in a mutually

acceptable format, protocol, and transmission medium.

Qwest will also provide the Commission a monthly report of aggregate CLEC performance results
pursuant to the PAP by the 25th day of the month following the month for which performance
results are being reported. Individual CLEC reports will also be available to the Commission upon
request. Upon the Commission’s request, data files of the CLEC raw data, or any subject thereof,
will be transmitted, without charge, to the Commission in a mutually acceptable format, protocol,
and transmission form. By accepting this PAP, each CLEC consents to Qwest providing that
CLEC’s report and raw data to State Commissions upon the Commission’s request.

15.0 Reviews

Every six (6) months, Qwest, CLECs, and the Commission shall review the performance
measurements to determine whether measurements should be added, deleted, or modified; whether
the applicable benchmark standards should be modified or replaced by parity standards; and
whether to move a classification of a measure to High, Medium, or Low or Tier-1 to Tier-2.
Criteria for review of performance measurements, other than for possible reclassification, shall be
whether there exists an omission or failure to capture intended performance, and whether there is
duplication of another measurement. The first six-month period will begin upon the FCC’s
approval of Qwest’s 271 application for that particular state. Any changes to existing performance
measurements and this PAP shall be by mutual agreement of the parties.

Qwest will make the PAP available for CLECs until such time as the Commission finds it no
longer necessary. In the event the requirement of Qwest to provide unbundled elements is lifted,
the PAP shall be rescinded upon Commission approval.
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16.0 Voluntary Performance Assurance Plan

Attachment 1: Tier-1 and Tier-2 Performance Measurements

Performance Measurement Tier-1 Payments Tier-2 Payments
Low | Med |High |Low | Med | High
GATEWAY AVAILABILITY
Availability of IMA — IMA-GUI GA-1 X
Gateway Availability — IMA-EDI GA-2 X
PRE-ORDER/ORDERS
Pre-Order/Order Response Time PO-1 X
LSR Rejection Notice Interval PO-3 X
Firm Order Confirmations On Time PO-5 X X*
Billing Completion Notification Timeliness PO-7 X
Jeopardy Notice Interval PO-8 X
ORDERING AND PROVISIONING
Calls Answered within Twenty Seconds OP-2 X
Installation Commitments Met OP-3 X X
Installation Intervals OP-4 X X
New Service Installation Only OP-5 X X
Number Portability Timeliness OP-8 X X
Coordinated Cuts On Time — Unbundled Loops | OP-13a X X
MAINTENANCE AND REPAIR
Calls Answered within 20 seconds-Interconnect | MR-2 X
Out of Service Cleared within 24 hours MR-3 X
All Troubles Cleared within 4 hours MR-5 X
Repair Repeat Report Rate MR-7 X X
Trouble Rate MR-8 X X
Repair Appointments Met MR-9 X X
BILLING
Time to Provide Recorded Usage Records BI-1
Invoices Delivered within 10 Days BI-2 X
Billing Accuracy-Adjustments for Errors BI-3 X
Billing Completeness BI4 X X
NETWORK PERFORMANCE
Trunk Blocking NI-1 X X
NXX Code Activation NP-1 X X
COLLOCATION
Installation Interval CP-1 X
Installation Commitments Met CP-2 X X
Feasibility Study Interval CP-3 X
Feasibility Study Commitments Met CP-4 X
Quote Interval CP-5 X
Quote Commitment Met CP-6 X
To Be Determined

* Some PID Sub-Measurements are Tierl only.
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Attachment 2

Performance Measurements Subject to Per Occurrence Payments With a Cap

Pre-Order/Orders
Pre-Order/Order Response Time — PO-1 (Tier-1/Tier-2)
LSR Rejection Notice Interval — PO-3 (Tier-1)
Firm Order Confirmation on Time — PO-5 (some sub-measurements do not have caps)
(Tier-1/Tier-2)
Billing Completion Notification Timeliness — PO-7 (Tier-1)

Billing
Invoices Delivered within 10 Days — BI-2 (Tier-1/Tier-2)
Billing Accuracy — Adjustments for Errors — BI-3 (Tier-1)
Billing Completeness — BI-4 (Tier-1/Tier-2)

Network Performance
Trunk Blocking — NI-1 (Tier-1/Tier-2)

Performance Measurements Subject to Per Measure Payments

Gateway Availability
Availability of IMA — IMA-GUI — GA-1 (Tier-2)
Gateway Availability — IMA-EDI — GA-2 (Tier-2)

Ordering & Provisioning
Calls Answered within Twenty Seconds — OP-2 (Tier-2)

Maintenance & Repair
Calls Answered within Twenty Seconds — MR-2 (Tier-2)
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Attachment 3

Annual Cap on Qwest Payments

Attachment 3
Annual Cap on Qwest Payments
(millions)
State 1999 ARMIS Annual
Net Return Procedural Cap

Arizona* 260 114

Colorado 288 126
Idaho 68 30
Towa 85 37

Minnesota 246 108
Montana 44 20
Nebraska 84 37
New Mexico 89 39
North Dakota 35 15
Oregon 132 58
South Dakota 42 18
Utah 128 56
Washington 225 99
Wyoming 34 15
Total Qwest 1,760 772
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* The Arizona adjustment reflects Commission’s represcription Decision No. 62507, Docket No. T-
01051B-97-0689. Docket No. T-01051B-99-105 is the general rate case in which revenue recover
of the increased depreciation expense is at issue. Upon final order in the rate case, the annual cap
will be revised to reflect the offsetting revenues.
** The New Mexico adjustment reflects the New Mexico Commission’s interim rate order in
Docket No. 3007. Permanent rates will be set in Docket No. 3008 and will be reflected in this
adjustment when rates are final.
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THE MODIFIED QWEST ARIZONA PERFORMANCE |
ASSURANCE PLAN

1.0 Introduction

In conjunction with its applications to State Commissions for approval under Section 271 of
the Telecommunications Act of 1996 (the “Act”) to offer in-region long distance service,
Qwest Corporation (“Qwest”) proposes the following Performance Assurance Plan (“PAP”).
Qvwest is committed to continued compliance with its Section 271 obhgatlom As proof of
that commitment, Qwest is prepared to voluntarily enter into s apprevak
monitoring and enforcement mechanism, as outlined below, as a demomtratlon of 1ts
commitment to continue to satisfy Section 27231 of the Act* |

The Qwest PAP mirrors the performance assurance plan approved by the Federal
Commumications Commission (“FCC”) for Southwest Bell Telephone Company—Texas, hut
remedies 3 num'i ser of shortoomings in the Texas Plan and incorporates nemerous

i tc.° Qwest believes that controversy can be avoided and the resources of the
State Commissions and the Company can be best utilized by avoiding a drawn out process of
creating a performance assurance plan from scratch. Therefore, Qwest has taken the
extraordinary step of duplicating key elements of the approved Texas plan ang adiustinent the
plan where negessary o remedy faws aod iroprove the plun’s oifectiveness.

The FCC has recognized that performance assurance plans may vary widely from state to
state, but that the key elements of any plan should fall within a “zone of reasonableness” such
that the plans pr rovide incentives sufficient to foster on-going satisfaction of 271

requlrements Rather than “reinvent” key elements, the Qwest PAP adopts the %a Sig
prapcipies of the-Texas enforcement p]dl’l structure, including its statistical #a¥des-fest, p
computation, and kitisl payment lovelssekedutes. Furthermore, the Qwest PAP puts at risk

4436% of the Company’s “net revenues’ dem ed from local exchange services.

2.0 Plan Structure

The Qwest PAP is a two-tiered, self-executing remedy plan. The plan is developed to provide
individual CLECs with Tier-1 payments if Qwest does not provide parity between the service
it provides to the CLEC and that which it provides to its retail customers, or if Qwest fails to
meet applicable benchmarks. In addition, the PAP provides Qwest with additional incentives
to satisfy parity and benchmark standards by requiring Qwest to make Tier-2 payments--

| Spemfically, the enforcement plan s asrended fo sansty Sections 25 W20 snd 25 W3y of the Ast.
% In the Matter of the Applicarion by SBC Communications, Inc., CC Docket No. ()0 65, Memorandum Opinion
and Order, June 30, 2000.

3 Id.. para. 423,

O A TIONS, THE
LW L8 COWEST

Page - 1+-Raviced Moveshe
CEIANGES CONTAMEL I f-'
CONMETICATIONS,




Exbibit-2 |

payments to State Funds established by the State Commissions--if Qwest fails to meet parity
and benchmark standards on an aggregate CLEC basis. Tier-2 payments are over and above
the Tier-1 payments made to individual CLECs. *

In the Qwest PAP, performance measurements are given different weightings to reflect
relative importance by the designations of High, Medium, and Low. Payment is generally on
a per occurrence basis, i.e., a set dollar payment times the number of non-conforming service
events. For the performance measurements which do not lend themselves to per occurrence
payment, payment is on a per measurement basis, i.e., a set dollar payment. Fhe-levelof

FEASRSE: Ehrs fevel ,xf m‘ et 1t ai«o fims *vi\ UpOn bo~ nh, scwrtv ana dum‘tmn of non-
¢ on fnmm" performance, Lo, the pavmenis are increased with lareer devigtions from parity in
a sinele month and repeated Hilares across months.

The parity standard is met when the service Qwest provides to CLECs is equivalent to that

which it provides to its retail customers. Statistically, parity exists when performance results

for the CLEC and for the Qwest retall omalogue resu]t ina Z—value that 1S nO greater than the
55 35,03 (1 5% mv nificance

‘t?‘!"'fwr’@ LA aﬁsi QW@%# ezeafeﬁmiw r@sﬁ#& i w—z sidie Aty ¥-b:2f-—i5---i’t®’€ ﬁts:n %hﬁhl@ - s;-mp ig
sandom-varision: enplovs the Balanced Exclusion Table in order to adiust payvments for
Type | and Type [ ervons.

For performance measurements that have no Qwest retail analogue, agreed upon benchmarks
are used. Benchmarks are evaluated using a “stare and compare” method. For example, if the
benchmark is 95% or better, Qwest performance results must be at least 95% to meet the
benchmark. When sample sizes are less than 100, percentage benchmark values will be
adjusted to round the allowable number of misses to the next higher integer. For example, in
the event of a 95% benchmark, the number of misses is 5% times the sample size, rounded up
to the nearest integer. Benchimark measwes are not included for purposes of the Balanced
Exchsion Table,

30 Performance Measurements

* 1t is anticipated that each state fund will be established concurtently with the FCC’s approval of the respective
State’s 271 application.

> The standard Z-test is based on normal statistical theory. 1f the sample size is large enough, the sample mean
will follow a known normal distribution that is dependent on the variance of the data and on the sample size. A
sample size of 30 is generally considered sufficient, although the required minimum sample size is dependent on
the statistical skewness of the data being sampled. The assumption of a normal distribution is what allows the Z-
test. When the sample size becomes too small, the distribution of the sample mean is no longer normal and the
Z-test may not be reliable. In that event, other methods, as described below, may be appropriate.
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The Qwest PAP incorporates performance measurements that will ensure Qwest’s service
performance to competitors can be measured and monitored so that any degradation of the
agreed upon level of service is detected and corrected. CLECs operating in Qwest’s region
offer services through several modes, including resale, interconnection, and the purchase of
unbundled network elements. The performance measurements incorporated into the Qwest
PAP are broad based enough to cover all the modes of entry.

Performance measurements have been developed in the 271 collaborative workshops. Each
of the measurements have been given a precise definition, called a Performance Indicator
Definition (“PID”), that includes specification of the unit of measure, the data to be utilized in
the measurement, and the standard. The standard may be a parity comparison of CLEC
service performance with the Qwest retail analogue. When no retail analogue exists, the
standard is a benchmark. The PIDs have been agreed to among Qwest, the CLECs, and
participating State Commission staff members.

The performance measurements incorporated into the Qwest PAP are shown in Attachment 1.
Similar to the approved Texas plan, the measurements are designated as Tier-1, Tier-2, or
both Tier—l and Tier-Z The measurements are also given a High Medium, or Low

have agreed to in the ROC PID woxkshops Qwest mcorpordtes FERD of the measurements
into the PAP®

4.0 Statistical Measurement

Qwest proposes the use of a statistical test, namely the modified “Z-test,” for evaluating the
difference between two means (i.e., Qwest and CLEC service or repair intervals) or two
percentages (e.g., Qwest and CLEC proportions), to determine whether a parity condition
exists between the results for Qwest and the CLEC(s). The modified Z-tests are applicable if
the number of data points are greater than 30 for a given measurement. For testing
measurements for which the number of data points are 30 or less, Qwest may use a
permutation test to determine the statistical significance of the difference between Qwest and
CLEC(s).

Qwest will be in conformance when the monthly performance results for parity measurements
(whether in the form of means, percents, or proportions and at the equivalent level of
disaggregation) are such that the calculated Z test statistics are not greater than the-£riticatim
abaes-Loriinab-drvatues-are-listed-in-table-r-seetien-381 65, Qwest will be in conformance
with benchmark measurements when the monthly performance result equals or exceeds the
benchmark if a higher value means better performance, and when the monthly performance
result equals or is less than the benchmark if a lower value means better performance.

% Of the 20 PIDs not included in Qwest’s PAP, 14 are diagnostic or parity by design. As such, itis not
appropriate to include them in a performance assurance plan. The remaining 6 measurements are not included
because they were not requested by the CLECSs in the Arizona 271 performance assurance workshops that are
underway or are duplicative of other measurements that are included.
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The following is the formula for determining parity using the Z test:
z = DIFF / 6pmex

Where:
DIFF = Mgwest — McLec

Mowest = Qwest average or proportion

Mciee = CLEC average or proportion

opirr = SQRT {6°Qwest (1/n crec+1/n Qwest)]

G *qwest = Calculated variance for Qwest

Nowest = number of observations or samples used in Qwest measurement
ney ge = number of observations or samples used in CLEC measurement

The Z tests will be applied to reported parity measurements that contain more than 30 data
points.

In calculating the difference between Qwest and CLEC performance, the above formulae
apply when a larger Qwest value indicates a better level of performance. In cases where a
smaller Qwest value indicates a higher level of performance, the order is reversed, i.e., Mcree
- Mqwest.

For parity measurements where the performance delivered to CLEC(s) is compared to Qwest
performance and for which the number of data points is 30 or less, Qwest will apply a
pemmutation test to test for statistical significance. Permutation analysis will be applied to
calculate the z statistic using the following logic:

Calculate the z statistic for the actual arrangement of the data

Pool and mix the CLEC and Qwest data sets

Perform the following 1000 times:
Randomly subdivide the pooled data sets into two pools, one the same size as
the original CLEC data set (ncec) and one reflecting the remaining data
points, and one reflecting the remaining data points, (which is equal to the size
of the original Qwest data set or nowest ).
Compute and store the Z-test score (Zg) for this sample.

Count the number of times the Z statistic for a permutation of the data is greater than

the actual Z statistic

Compute the fraction of permutations for which the statistic for the rearranged data is

greater than the statistic for the actual samples
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If the fraction is greater than o, the significance level of the test, the hypothesis of no
difference is not rejected, and the test is passed.
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The appiication of the Balanced Exclusion Table ix as follows. First, compute the munber of
tests performed (7). Compute the nurnber of test Tatded (7 based on a critical value of 1,65 (or
«1 65, f‘(r‘ﬂpzlre the number of failed tests 1o the Bovalue, IF F < K then the null hvpothesis of
parity service is accepted and 0.05-T exclusions are provided Oweat (the expecied nuvber of
Type ! fohues) IF F > K then the nudl hypothests of pasity service is refected and tht‘:'
gschisions are adpsted 1o acoount for Tyvoe U ercor, Hthe avemge sample sire for the CLEC

13 less than or egual 1o 1430 (for parity measares onhvy, then no rogasures are excloded
because Tvoe I error exceeds Tvoe Lerron, For average CLEC sampie sizes sroster than

LASO, exclysins equal 0.05-741 - £/,

While the Balanced Exelusion Table 1s presented in table form, all the valoes are niore readily
determined using amplo algortthm, Detervaining the nnmber of exe iwons i 5ocomp fished as
folloves, First, compute 7. K. and the average CLEC sample sive (n0. 1 Second, the

twpothesis of parity across all memsures is tested by conmanine 7 and A K £ F <K then the
asswmpton of party across mmeasures s socepted and exclusions equal 8057 (becanse the
sigmficance Jevel is 0,05 Altermately, i F > £ then parity 1s rejecied and exchsions are
adiusmd as follows. If £ > K andd n* = 1450, then no exclusions are given. i F > X and

- >1A50, then exclusions g 33,1 005741 -~ FITy Any statistical packaee, Excel, or Lotos 1-

s *»ﬂrioms ese comnputations sasily and quickly.

7 K is derived from the binomial dis tribution. In Microsoft Excel, the command is
[—(,RITB[NOM(T 0.05, 0. 9\)]

Page - 7-Rasiseds F3:-2800 MODFED 3Y GEORGE PORD, Z-TEL COMMUMICATIONS, THE
SLANGES "f('}NTf‘s_[NE}I} ik {?L) B IO WOTT NECESSAR T Y B THE VWS OF OWEST

CONMMUNICATIONS




Page -
AN

ik

Exlibit 2 |

Balaneed Bxcbusion Table

waber of Statds

ding benchmazhsl.

Nuvaber of O

s

1541

oy

3

Nosaber of Tests

Paritv-Nali o

or Potentiafiv |
Expegted Tvpse 1

Yalu

Failures

I K ol FeK FK
W< fASE N 1450
0 z 0 g g g
a8 3 & L g
30 2 2 2 g
7 z 3 P
U8 2 2 2 &
120 0 5 5 ¢
30 iz < Z g
168 13 8 8 g Ix{i-E 1 XL
178 13 i} s & ..)...Ll.....f....'f..1
140 13 2 ¢ ¢ 9x {3 E/Ty
248 18 i i) & Wx (I B
2340 18 12 12 g i2x - FIT)
0 i i 13 £ BxQ-Fin
328 24 i iz g AN ER AN
4 B -EiT
g 27 Iy 27501 -EiT
At 30 30 ¢ 50 ¢ - BT
430 32 32 g A% x (L F/T)
00 a5 y i B -EiT
730 a7 37 4 LY R TAN
860 A 40 ¢ 40 % (3 - BT
854 42 42 I 4 (L FAT
45 43 i A5 x 1 -Fi 0
a7 47 Y d7x (8- FBID

30

503

S5 x (4 ~ B/

TANEL TERET

oYYy

do Ak

\ P\?"“},

i'

e
5\, sl

COMM

ICATIONS,




Exhibit2 |

6.0  Tier-1 Payments to CLECs

Tier-1 payments to CLECs relate solely to the performance measurements designated as Tier-
1 on Attachment 1. For purposes of calculating the amount of payments, the Tier-1
performance measurements are categorized as High, Medium, and Low. The amount of
payments for non-conforming service varies depending upon the High, Medium, and Low
designations and upon the duration of the non-conforming condition, as described below.
“Non-conforming” service is defined in section 4.0.

6.1 Determination of Non-conforming Measurements: The number of performance
measurements that are determined to be “non-conforming” and, therefore, ehgxble tor T1er—l
payments, are limited according to the ¥-vahse- Balanced Bxclusion Tabloas At
shewar-ia-Fable-ir-seetinn-3.8. The Critical Z-values of 1.63 i3 -hecemus-the statlsncal
standard that determines for each CLEC performance measurement whether Qwest has met
panty SE?&&@-K-%E kelusions from the Balanced txuiszon 'ﬁfi determmeos the number of

8.0. The Kk~wivs ' shie- nornber of exclusions is swe-determmed from T'lble l
by totaling the number of perﬁ)rmance measurements {for which a statistical test is
performed) applicable to a CLEC during a month where the sample size ts 10 or greater. Feor
it i the-taint-pber-of racasvrerents-that-caphre the-seedce provided-by- (w1
EhEG-n-a-particeler- montiwas-H 0 the-Fevalos-wounld -be-S-and-the-Critlaal-L-valus-wiould
be-68: A description of low the Balanced Exclusion Table is appdied is provided in Section
$.0.

6.2 Determination of the Amount of Payment: Tier- 1 payments to CLECs, except as provided
for in section 10.0, are calculated and paid monthly based on the number of performance
measurements exceeding the Critical Z-value ¢f §.63, subject fo the adiustivents made by the
Balanced Exclusion Table. and-tha-Kewabie. Payments will be made on either a per

occurrence or per measurement basis, depending upon the performance measurement, using
the dollar amounts, duration factoss, and severity factins specified in Table 2 below. The I
dollar amounts vary depending upon whether the performance measurement is designated
High, Medium, or Low, -axt-escalate depending upon the number of consecutive months for
which Qwest has not met the standard for the particular measurement, gud sscalats based on
the percentage difference between the perfonmance of the ILEC and CLEC.A

Draring the first experience of repeated faiiures for g eiven measure, the nayment amouy
returns 1o the base payment (the duration factor s set to 1) affer two-months of conformance.
1f the Joration Sctors are applied asain 1o the same measwre, the base penalty is Increased to
the highest pavinent made orior i conformanee. In other words, during and after the second
enisode of repeated failure, the pavivenss do not return o the base navment level ”

298 (’:ii'*‘t*rsn(z(‘ for nercentass tenchnrks and parity msasuress
ines indicats elter performanss.,
maim: asavestzanon o dotenuine whath
2 i have changed sdecuately to wagrant 3 siow matkdown of ¢ iR
TS e iudlrm it L}c hase pavment wall copue in 1% ansrersents. woloes pon-confonuanoe 3s a93in
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For those performance measurements listed on Attachment 2 as “Performance Measurements
Subject to Per Occurrence Payments With a Cap,” payment to a CLEC in a single month shall
not exceed the amount listed in Table 2 below for the “Per Measurement” category. For those
performance measurements listed on Attachment 2 as “Performance Measurements Subject to
Per Measure Payments,” payment to a CLEC will be the amount set forth in Table 2 below
under the section labeled “per measure.” Hoth ‘Per Gecurrence” and Per Measure” pavment
caps are subiect to doration and severily factors,

A F it
POFFORMRER-FoMH
25 LT s

T o 3

3 Eam e~ - e .
L3 LrsialistionCommuinenis

TABLE 2: TIER-1 PAYMENTS TO CLECs

Per occurrence | | | |

Duration Factors

Month &
M and
e each
following
month

Measurement Group Month 2 { Month 3 | Month4 | Month 5

High Sa5a) | seen

B

Medium S50, || Sehl SER0M

Severily Faotors
Means/Benchimak s225% | 2z 300 | s2 78 | 2 10050 | 52 125% | s %
Factor 125 1.5 175 2 2235 1+ 4

Per Measure/Cap | | | I

Duration Fastors

Measurement Group

Manth
+Base
Payvment

Month 2

Month 3

Month 4

Month 5

Month &
M and
each

observed in whish gase the pavinesnt 1s inerensed to tha hichest base pavineat fur which sonformancs was

observed forynore han thres yuonths
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following
month
High $25.000 RIS
Medium $10,000
Low $ 5,000

7.0 Tier2 Payments to State Funds

Payments to State Funds established by the State Regulatory Commissions under Tier-2 of the
Qwest PAP provide additional incentive to correct on-going non- conformance ’lhe payments
»i”){"l\,' o all Tw 1 measures end tlue agy *iegdtc CLEC daza 13 ysed an {

structure T1er-2 measurements are cdtegorlzed as H1gh Medlum and Low and the amount of
payments for non-conformance varies according to this categorization.

7.1 Determination of Norrconforming Measurements: The determination of non-
conformance will be based upon the aggregate of all CLEC data for each Tier-2 performance
measurement. “Non-conforming” service is defined in section 4.0. The number of
performance measurements determined to be “non-conforming” and, therefore ehglble for
Tier-2 payments, is limited according to the l_ 6“& Cntlcal Z-value
anet Ehc Balanf,ml l"xclm o0 l,ll\la M} Fhe-Eie:

@-ERR- c SRAPOF: The Cutxcal Z—value Wﬁf l 6\ 15 the statlstlcal
standard l:ha’( detemnnes for each REIVAY performance measurement whether Qwest has met
parity. {_onforntance with benchimarks is based on g “stare and compars” analysis,

7.2 Determination of the Amount of Payment: Tier-?. paymente are calculated 'md paid

2 sehs ot fadliog short of establishad benchmarks. Payment will be
made on elther a pel occurrence or per measurement basis, whichever is applicable to the
performance measurement, using the dollar amounts specified in Table 3 below. The dollar
amounts vary depending upon whether the performance measurement is designated High,
Medium, or Low. Like Tier 1 pavinents, Tier 2 pavments vary by both the duration and
severity of the dispartty (with the factors specified in Table 23,

f»haié- ;-eet ﬁ“’ﬁ;@@é a‘-%w ﬁnem# hsl@e% - l eblen%% %l ”?s«r »&emtm«mms ea‘zey e
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For those Tier-2 measurements listed in Attachment 2 as “Performance Measurements Subject
to Per Measurement Payment,” payment to a State Fund will be the amount set forth in Table
3 under the section labeled “per measure”. Severity and duration fctons apply 1o per-measire
DEVITISHIS,

7 3 Use of the Funds Qwest payments to the State F unds Shdﬂ be used i ;-emai*

3 171 d uo*npc:ntl\fe ‘,’*ﬁtu‘icd anner cmd ;A’LU not re~enter Q west TEVEDNDE

TABLE 3: TIER-2 PAYMENTS TO STATE FUNDS

Per occurrence

Mceasurement Group

High $500
Medium $300
Low $200

Per Measurement/Cap

Measurement Group

High $75.000
Medium $30,000
Low $20.000

8.0  Step by Step Calculation of Tier-1 Payments to CLECs

The following describes step-by-step the calculation of Tier-1 payments. The calculation will
be performed monthly for each CLEC.,

8.1 Application of the ¥*atue-Exclusions: |

For each CLEC, determine the total number of Tier-1 performance measurements'® that
measure the service provided by Qwest for the month in question. From Table 1 in secﬂon
5.0, determine for each CLEC the number of applicable exclasions, ¥ i
vate-se-be-twed-belew:

19 For the purpose of determining the K value and Critical Z-values, each disaggregated category of a
petformance measurement with a minimum sample size of 10 counts as “one” measure. For instance, a
performance measurement that is disaggregated into 10 products, each further disaggregated into two geographic
areas would count as “20” measurements.
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For each CLEC, identify the Tier- 1 performance measurements with a minimum sample size
of 10 that Qwest’s service performance 1s “non-conforming” for the month in question, using
the Critical Z-value gf 1.65. |

group the measurements according to the ngh, Med1um, and Low categones shown on
Attachment 1.

Within each High, Medium, and Low group, sort the performance measurements in ascending
order based on the number of data points or transactions used to develop the performance
measurement result (e.g., service orders, collocation requests, installations, trouble reports).
Exclude the first faihares designated as Lowup 1o the number of exclusions orovided by the
Balanced Exclusion Table -~ measssnenis-desigrated-us-tew, starting with the
performance measurement that has the fewest number of underlying data points. If the
number of perfonnance measurements in the Low category is less than the aumber of’

untJl total number of exchided Mwiéwperformance measurements h'lve been excluded. If
all Low Medlum and H1gh measurements are excluded by thl§ process then 1 p.}._}_ TGRS

PieHRe: ﬂm& BFO-FOGE 1@{3 4’%‘«»7 e\amp%e %’E Hre-: Jmlw 50 an& -£H8re-are—/ I~ AV
rasasurerneisy--Mediva-and -T-tHighs-the & Low-measusmenis-wotir-the-saatiest sansle
sieen-are-oniluded-trom-the-calewlation-et paymenti-te-the -BEGH- Non- excluded and The

revnaisiag-‘non-conforming” performance measurements, if any, are used to calculate Tier-1
payments to each CLEC,

The following qualifications apply to the general rule of excluding performance

measurements as described above. A performance measurement, for which the payment is on
a per measure basis, will not be excluded unless the amount of that measure’s payment is less
than the payment that would result for edch remaxmng measure. A @a@m SERHBED

8.2 Performance Measurements for which Payment is Per Occurrence:

The following describes the calculation of Tier-1 payments to CLECs in which payment is
based upon a per occurrence dollar amount.

8.2.1 Performance Measurements that are Averages or Means:

Step L For each perfonnance measurement, calculate the average or the mean that would

GEA L ]\» ]"‘s{"d’*l E”E“I’MM\ i !() N 1) N""} S‘w\}”\f[ YR
,() NMIMUICATIONS,
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Step 2: Calculate the percentage differences between the actual averages and the calculated
averages. The calculation is % diff = (CLEC result — Calculated Value)/Calculated Value.

I

£

Step 3: For each performance measurement, multiply the total number of data points by the
percentage calculated in the previous step and the per occurrence dollar amounts taken from
the Tier-1 Payment Table to determine the payment to the CLEC for each non-conforming
performance measurement.

8.2.2 Performance Measurements that are Percentages:

Step 1: For each performance measurement, calculate the percentage that would yield the
Critical Z-value of 1.65. Use the same denominator as the one used in calculating the Z
statistic for the measure. {Fee-henchrwicmeaurmmenis - vse-ihe-benchunaricyvalae:)

Step 2: Calculate the pzrcentage difference between the actual percentages for the CLEC and
the calculated percentages. The calenlation fs % diff = (CLEC % reaule — Calcslated %
ValueYCaleulated % Vahe

Step 3: For each performance measurement, multiply the total number of data points by the
difference in percentage calculated in the previous step and the per occurrence dollar amount
taken from the Tier-1 Payment Table to determine the payment to the CLEC for each non-
conforming performance measurement.

8.2.3 Performance Measurements that are Ratios or Proportions:

Step 1: For each performance measurement, calculate the ratio that would yield the Critical
Z-value. Use the same denominator as the one used in calculating the Z-~statistic for the
measure. (For benchmark measurements, use the benchmark value.)

Step 2: Calculate the sbsadute-percentags difference between the actual rate for the CLEC
and the calculated rate. The calculation is %6 diff = (CLEC % rate - Caleulated
rate Caloulaied rate,

Step 3: For each performance measurement, nmultiply the total number of data points by the
difference calculated in the previous step and the per occurrence dollar amount taken from the
Tier-1 Payment Table to determine the payment to the CLEC for each non-conforming
performance measurement.

8.3 Performance Measurements for which Payment is Per Measure: For each performance
measurement that Qwest fails to meet the standard, the payment to the CLEC is the dollar
amount shown on the “per measure” portion of the Tier-1 Payment Table.

' In all calculations of percent differences in sections 8.0 and 9.0, the calculated percent differences is capped at
100%.
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9.0  Step by Step Calculation of Tier-2 Payments

The following describes step by step the calculation of Tier-2 payments. The calculation will
be performed monthly using the aggregate CLEC performance results. All Tier-2 payments
will be made to a designated state fund.

Determine the total number of Tier-2 performance measurements'? that measure the service
provided by Qwest to all CLEC:s for the month in question. From Table 1 in section 5.0,
determine the £sibe shiemimber of exchisions to be used below. |

Identify the Tier-2 performance measurement for which Qwest’s service performance is non-
conforming for the month in question, using the Critical Z-values of £.63. |

For each performance measurement that is 1dent1ﬁed as non- confonmng, é@m mm@» - b@

”"' 3

b 2 X C’. K : x A g nad ) 3 - --. H b K X XX H -y . .1 »'-' L
@;;?et-ﬁwa&ew-fesrs=-i?a§ma‘%a§-§:’r4-;-%&-myﬁaem‘.—-;%f-ﬁw-awfag&-ﬁam%m' -of oreurTRRees- ﬁ}f - rafsi
3-3,-and-se-dortiy-untilh-casistaciory-perkormiante-io-eotniinhed.

9.1 Performance Measwrements for which Payment is Per Occurrence:

The following describes the calculation of Tier-2 payments to the State Fund in which
payment is based upon a per occurrence dollar amount.

9.1.1 Performance Measurements that are Averages or Means:

Step 1: Calculate the monthly average or the mean for each performance measurement that
would yield the Critical Z-value of 1.63 for each month. Use the same denominator as the
one used n calculating the Z-statistic for the measure. (For benchmark measurements, use
the benchmark value.)

Step 2: Calculate the percentage difference between the actual averages and the calculated
averages for each month. The calculation for parity measurements is %o diff = (actual average
— calculated average)/calculated average. Fhe-percent-ditferenve-witl-be-capped-aba

s R

2 For the purpose of determining the Critical Z-value, cach disaggregated category of a performance
measurement with 4 minimumn sample size of 10 counts as “one” measure. For instance, a performance
measurement that is disaggregated into 10 products, each further disaggregated into two geographic areas would
count as “20” measurements.
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SN O NCF Y NECESHARILY RE TS VIEWS OF OWEST

Page - 15+Fevised blovesnberdd2
THE CHAMGE MEARE T
COMMUTHCATIONS




Exlsibit2 |

Step 3: For each performance measurement, muluply the total number of data pomts each

dollar amount taken from the T1er-2 Payment Table to detemune the payment to the State
Fund for each non-conforming performance measurement.

9.1.2 Performance Measurements that are Percentages:

Step 1: For each performance measurement, calculate the monthly percentage that would
yleld the Critical Z-value ¢f .63 for each month. Use the same denominator as the one used
in calculating the Z-statistic for the measure. (For benchmark measurements, use the
benchmark value.)

Step 2: Calculate the erce-ataszc difference between the actual percentages and the calculated
percentages for each #she-# #ee-N0N- conforming picasureanentas, | hc alcu ation 1\ o chiff =
{ ( Li:” % result (3,}&. aimd & 3lue Cal i aul Yo Value Fhe-enlonta &

L AEE R M T sreus certane~ This formula is apphcable where
a hlg,h Value is mdrcatwe of poor perfonnance The formula is reversed where high
performance is indicative of good performance.

Step 3: For each performance measurement, nultiply the total number of data points fereseh
saestir-by the difference in percentage calculated in the previous step. &alcolate-the-average
fortues-months-fronnded-re-the-nearest-inteperand- siviultiply thise result by the per
occurrence dollar amounts taken from the Tier-2 Payment Table to determine the payment to
the State Fund for each non-conforming performance measurement.

9.1.3 Performance Measurements that are Ratios or Proportions:
Step 1: For each performance measurement, calculate the ratio that would yield the Critical

Z-value of 165 for each month. Use the same denominator as the one used in calculating the
Z-statistic for the measure. (For benchmark measurements, use the benchmark value.)

Step 2: Calculate the difference between the actual rate for the CLEC and the calculated rate
for each month of the non-conforming three-month period. The calcudation 1556 diff =
!t iy E‘{“ % ralg A( arr nlalerj mtcl C,aﬁ ul.fg ) A,

= adey- This formula is applicable where a
hrgh Value is mdrcatrve of poor performance The formula is reversed where high
performance is indicative of good performance.

Step 3: For each performance measurement, multiply the total number of data pomts by the
drfference calculated in the prevrous step for each month. &

s i anek-sviultiply the result by the per occurrence dollar
amounts taken from tl1e Trer-2 Payment Table to determine the payment to the State Fund for
each non-conforming performance measurement.

9.2 Performance Measurements that Payment is Per Measure:

PR
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For each performance measurement that Qwest fails to meet the standard, the payment to the
State Fund is the dollar amount shown on the “per measure” portion of the Tier-2 Payment
Table.

10.0 Low Volume and: Developing Markets

In the event aggregate-the monthly volumes of 3 CLECs participating in the PAP 13 ass-more
than 10; but less than 100 for an 'ind"'v*du:ﬂ CASIE, QWGQ’[ will make Tier-1 payments af 4
moinimum of SZ ‘5“

yelswaes- %;»E# -8 %n s?w «twaszt ﬁwe&b—%ﬁﬁé #e&hf» P maff AR i@ij
$5.000s-punimums-sevaentob$5.000-shall- be-wsadeThe vesuliine toial-vwviient 3¥1-§@a¥ii 4
i ‘L&(,«- MH . mws»eﬂn,je& +@ i-he méw&e&&si aﬁ-‘é& ted-ib bl based-unen-eash-Ch-BC S

At the 6~-month reviews, the Commission, CLECs. and Owest will consider adiustments o the
i pavient moeluding e posable ¢ Y&*iu*«}on -Jf mr‘;u 1r NEas m’a OF 476 iicticm Or
nesease i the mininwm paveent amonnt, addis a-hst-of HIREA-E
HessUAnMs- R rrodnet-disassresalion. {-%awt FRERASHOS- SOV mesie& af L L#-{ ,emrm- b
dpaglopinEsnarioobs:

SRR T TR NI ok 3o i

aat-apphe-in-the-qualifying perfomannce sob-rasasurement:

11.0. Payment

Payments to CLEC:s or the State Fund shall be made one month following the due date of the
performance measurement report for the month for which payment is being made.

Payments to CLECs gng wil-be-saddevia-bitheradits, -To-the-extent fhat-a-madhbv-payraent
Fig-te-arirbEG-undes- tis- BAP-exereds-the-ameusnt-wwed o Qwedt-by-the - bEL ena

"I\ ,‘D }“[} “? {’\ fn‘ D (,}
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12.0  Cap on Tier-1 and Tier-2 Payments

There shall be a procedural cap on the rotal pavivents by Owest durine a calendar vear for
each of the 14 states. The cap amounis by state are shown on Altachroent 3. The cap
gepresents 44% of the “net revennes.” where net revenyes are defined inthe POCs order
approving the Bell Adamtic-New York 271 amlication and affirmed inthe FCC orde,
approving the Sou *‘n‘wm- t Bell Telephone-Texas 271 application. © The procedural cap aoplies
10 the sogrepate of Tier-1 and Tier-2 pavments i CLECs, excloding pavments made pursuant
o any otbier alternative performance oblisations pursuant 10 an inlerconnection agresment

with 8 CLEC and any other pavments required by State Comminsions nyrsuant (o service
aquality reles, arders or other amreemenis that relate o the same or analogous service. If the
progedural cap ds reached during any consecutive 17 month period Owest shall, within 30
Javs, fils 2 setivon with she Siate Corymnission fow an axpeciad hearing showing why it should
ot he required 1o pay remedics n exoess of the procedural cap. Pavmenis shall be ma,dc 70y
escrow during this nroceeding,

In ihe event the annuad procedural can is reached within a calendar vear or one-sixth of the
cap 1s reached 10 3 single wonth and it is deferminad that poor pé:r,{’(_m';tlzmce alone s the capse
sf such payinerds hall cease 4})‘%&.&1‘19 inn;fmzi.of:t .i;:tterf.A"i" A SErvices 0 NEW CuSIOnErs.

ﬁ@é-“"*ﬁut:‘i’tti-‘“; -5 éaﬁ--meé-m e E«LJL- 5o @mg *'i*')’v‘d‘ih‘--giﬁ %we%i %Emnﬁ»e—--\e-@w § 3{4\;-2 e 1
a*;a( ‘Mfﬁm A .iﬁﬂxmeé e -ﬂ-ﬁ-&u--- méos = 3~pﬁ@ww--6he %@tiﬁhws@ Be1+ ieiwp&iuﬁe- -i oS

o

deede

Burcuars-bi- -i-d-‘éﬂ%@ﬁ*i%iﬁ%i- a;:ze«eawﬁs -Ghk-F a}m; - L,Amaf-----i - ﬂ}&@m m’é A ;:i«»axa
ﬁmtb- t%w-me;-ﬁ%awnc & 5»-&-1 8 ---a‘-h@-;mma-% wep dw«;@é et i ;-ae% %m:—hw ;Ea»@ f-&#a m’_{i:}srﬁ! 3

13 Federal Communications Commission, CC Docket No. 99-404, Memorandum Opinion and Order, December
22, 1999, Para. 436 and footnote 1332; Federal Communications Commission, CC Docket No. 00-65,
Mcmorandum Opinion and Order, June 30, 2000, Para 424.

* Federal Communications Commission, CC Docket No. 99-404, Memorandum Opinion and Order, December
22, 1999, Para. 436 and footnote 1332; Federal Communications Commission, CC Docket No. 00-65,
Memorandum Opnnon and 01 der J une 30 20()() Pdra 424
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13.0 Limitations

13.1 Qwth’s PAP shall not become available in a State wslass-and-until approval by the State
COmssion, The Plan shadt b» i effect six- ;numhQ prior to.a 271 flimg before the FCC

< T3

13.2 Owest shadi be Hable for Tier-1 or Tier-2 navioenis fo any CLEC offering services i the
state using resale, interconnection, o unbandled clemenisQwest-will-not-be-linble-for-Tier-f
ee-Tier-Z-payments-io-a-speatie-irbHE -ian-Fo-approved-siate-unti-the-Cenmnission-has
apprevad-an-intereonnertienairenment-bebween-the-LEEG and-Gwest-that-adepts-the

13.3 Crwest shall not be oblivated fo make Tier-1 or Tiers2 navivents for any measuwernent 1
ant o the extent that o ?‘Q\‘?lﬁ)ﬂﬁd‘lﬁﬁ for that yoeasurement was the result of aoy of the
following: a Force Mateure eveniy an act o oraission by a CLRC that is contrary do any of ity
obligations unsder s inferconnection aoement w m Owest or under the Act or State law, or
3 act or omtission by a CLEC that is in bad fait.”® Owest will not be exeused frony Tier-1 or
Tier-2 pavmenis on any other srounds. except as deseribed in paragraph 127, Owest will
have the burden o derponstrate that Hs pon-conformance with the rserfomw THEASHIE Was
excused on ong of the grounds deg “*‘hcd i1 iHis P ”J“ shadi-n shisatec

-

Bie-Fadi ::,-@e--ma«&}weat:-1:1.:e%»eﬁm-fm‘fe@eﬁﬁ{@ci-@«ﬂiﬂi-}:;;;:in_{aag?y-&yﬁm}e«aaa;.ﬁﬂ%mm;&t-,-- e

% Examples of bad faith conduct include, but are not limited to: unreasonably holding service orders and/or
applications, “dumping” orders or applications in unreasonable large batches, “dumping” orders or applications
at or near the close of a business day, on a Friday evening or prior to a holiday, and failing to provide timely
forecasts to Qwest for services or facilities when such forecasts are required to reasonably provide services or
facilities.

16 Examples of bad faith conduct include, but are not limited to: unreasonably holding service orders and/or
applications, “dumping” orders or applications in unreasonable large batches, “dumping” orders or applications
at or near the c,losc of a business day, on a Friday evening or prior toa holiday, and failing to provide timely
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S ?M --ﬁ-@ﬂ«-}t mtei-'if:i@i. -‘Kf b@ -8 .;»enam--

E3:6-Ha-thEG aprenig-to-Hus PAR seeaives-payinssis-oF 't;@‘l}ﬁiﬁ mm&m& 41‘-'& é-wa-mmsm

SREPAGH- GBI

13.8 Whenever a Qwest Tier-1 vaviment 10 an inddividual CLEC exceeds 83 millim ina
roonth, of when aif CLEC Tier-1 pavinents in any given oonth exceed the monthly cap
(section 12,03 Chwest moay comumence 3 show oause proceeding. Unon timely commencarnerd
of the show cause proceeding, Orwest nuust pay the halance of navmenis owed 1n axcess of the
tireshiold amount into escrow, to be held by a thind party pending the ouicome of the show
cause proceeding. To mvoke these escrow provisions, Owest must file with the Comnussion,

st fater than the due date of the Tier- | payvenis, an appiication 1o show cause why it should
nm‘ be reguired to pav any anount in excess of the pcedura! threshald. Owest will have the
burden of proof 1o demonsivate why, under the clroumstances, it would be VILIAE 1O requie it
0 make the pavments in excess of the applicabie threshold amount. I Qwest repoits non-
contormmg performance o a CLEC for three corsecuiive months on 20% or more of the
messurements veported to the CLEC and has mewrred ne mmore than $1 nullion in Bability o
the CLEC, the CLEC may conypence a suvibar show canse nroceeding, In anv such
vropeeding the CLEC will have the burden of proof o demonstrate why, under the

forecasts to Qwest for services or facilities when such forecasts are required to reasonably provide services or
facilities.
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circumnstances, iustice requires Owest to make mwnuﬁ i1 eXCess ui the amwm mivuiatf*d
mursuant o the ictm& of the E’ AP S henes % § ; o

- ﬂ.'

A -ex G- uf t%mr s;%m«heiéa;—*aeﬂn----mo emmm m -b@ ﬁwhi n et md-n By m«img -ti-ee

IR 4T Tole

Hhan-$-sathon-m-habiiy o LG the LhEC mav-conunense #-5uniar shaw-24ee
aam-e«e—uw é—a Ay *&!4.-%! »rew@dm-g mx E h{, W-si-i -hw«@ 4;@ -%N-H-a@i-t 1? ﬁi@@# x2S ,’éemma* e

14.0 Reporting

Upon FCC 271 approval for a state, Qwest will provide CLECs, whese irapnsactions are
momitored by the PAP, ~wisich-have-approved-irtirconnpetion-agresmpais-with-Qveest-a
monthly report of Qwest’s performance for the measurements identified in the PAP by the
25th day of the month following the month for which performance results are being reported.
In addition o the desoriptive statistios for the messvres, the report shall inchude the pavivent,
ifary, Jevied for each ndividual measares and mdicate which roeasures were excluded by the
Balanced Exchusion Table, Qwest will collect, analyze, and report performance data for the
measurements listed on Attachment 1 in accordance with the most recent version of the
Service Performance Indicator Definitions (PID). Upon a CLEC’s request, data files of the
CLEC’s raw data, or any subset thereof, will be transmitted, without charge, to the CLEC in a
mutually aceeptable format, protocol, and transmission medivm.

Qwest will also provide the Commission a monthly report of aggregate CLEC performance
results pursuant to the PAP by the 25th day of the month following the month for which
performance results are being reported. Individual CLEC reports will also be available to the
Commission upon request. Upon the Commission’s request, data files of the CLEC raw data,
or any subject thereof, will be transmitted, without charge, to the Commission in a mutually
acceptable format, protocol, and transmission form. By accepting this PAP, each CLEC
consents to Qwest providing that CLEC’s report and raw data to State Comrmissions upon the
Commission’s request.

15.0 Reviews
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Every six (6) months, Qwest, CLECs, and the Commission shall review the performance
measurements to determine whether measurements should be added, deleted, or modified;
whether the applicable benchmark standards should be modified or replaced by parity
standards; and whether to move a classlﬁc.mon of a measure to H1gh Mechum or Low or
Tier-1 to Tier-2. seitaren-forrselnidicats b ;
VohHRe-ot-datir p@mw e kw««-ef ERATEF- -ti-ea& A 1%%4'% Cntena for review of perfonndnce
measurements, other than for p0351b1e reclassification, shall be whether there exists an
omission or failure to capture intended performance, and whether there is duplication of
another measurement. The first six-month period will begin upon the FCC’s approval of
Qwest’s 271 application for that particular state. Any changes to existing performance
measurements and this PAP shall be by mutual agreement of the parties.

Qwest will make the PAP available for CLECs sstersamnestt aeste-until such time as
the Conunission Sinds it oo lonser necessary, Inthe e vm‘( *hg rcqun cmcm“ O’E Crwiest 1o provide

un m wdied gl :mmtx is lifted, nc PA\P \ha i"c wscmdm J}I)ﬂﬂ Ufmmisar on approval, fweat
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Attachment 1: Tier-1 and Tier-2 Performance Measurements

Performance Measurement Tier-1 Payments Tier-2 Payments
Low Med High | Low Med High
GATEWAY AVAILABILITY
Availability of IMA - IMA-GUI GA-1 X
Gateway Availability — IMA-ED1 GA-2 X
PRE-ORDER/ORDERS
Pre-Order/Order Response Time PO-1 X
LSR Rejection Notice Interval PO-3 X
Firm Order Confirmations On Time PO-5 X X*
Billing Completion Notification Timeliness PO-7 X
Jeopardy Notice Interval PO-8 X
ORDERING AND PROVISIONING
Calls Answered within Twenty Seconds OPpP-2 X
Installation Commiiments Met OP-3 X X
Installation Intervals QP-4 X X
New Service Installation Only OP-5 X X
Number Portability Timeliness OP-8 X X
Coordinated Cuts On Time — Unbundled Loops OP-13a X X
MAINTENANCE AND REPAIR
Calls Answered within 20 seconds-Interconnect | MR-2 X
Out of Service Cleared within 24 hours - | MR-3 X
All Troubles Cleared within 4 hours MR-5 X
Repair Repeat Report Rate MR-7 X
Trouble Rate MR-§ X X
Repair Appointments Met MR-9 X
BILLING
Time to Provide Recorded Usage Records BI-1
Invoices Delivered within 10 Days Bi-2 X
Billing Accuracy-Adjustments for Errors BI-3
Billing Completeness BI-4 X X
NETWORK PERFORMANCE
Trunk Blocking Ni-1 X X
NXX Code Activation NP-1 X X
COLLOCATION
Installation Interval CP-1 X
Installation Commitments Met CP-2 X X
Feasibility Stady Interval CP-3 X
Feasibility Study Commitments Met CP-4 X
Quote Interval CP-5 X
Quote Commitment Met CP-6 X
To Be Detecnuned ]

* Some PID Sub-Measurements are Tierl only.
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Attachment 2
Performance Measurements Subject to Per Occurrence Payments With a Cap

Pre-Order/Orders
Pre-Order/Order Response Time — PO-1 (Tier-1/Tier-2)
LSR Rejection Notice Interval — PO-3 (Tier-1)
Firm Order Confirmation on Time — PO-5 (some sub-measurements do not have caps)
(Tier-1/Tier-2)
Billing Completion Notification Timeliness — PO-7 (Tier-1)

Billing
Invoices Delivered within 10 Days ~ BI-2 (Tier-1/Tier-2)
Billing Accuracy — Adjustments for Errors — BI-3 (Tier-1)
Billing Completeness — BI-4 (Tier-1/Tier-2)

Network Perforimance
Trunk Blocking — NI-1 (Tier-1/Tier-2)

Performance Measurements Subject to Per Measure Payments

Gateway Availability
Availability of IMA — IMA-GUI - GA-1 (Tier-2)
Gateway Availability — IMA-EDI — GA-2 (Tier-2)

Ordering & Provisioning
Calls Answered within Twenty Seconds — OP-2 (Tier-2)

Maintenance & Repair
Calls Answered within Twenty Seconds — MR-2 (Tier-2)
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Attachment 3

Annual Cap on Qwest Payments
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ditachioent 3
Angual m on Qwest Pavmenss
frtlions}
Siate 1999 ARMIS Annusd
Net Betum Procedural Cap
Arizona® 260 114
Colotmda 248 126G
tdaho &8 k1Y
fowa 83 37
Minnesoin 246 104
Montans 44 20
Nebraska #4 37
Mew Mexico %9 38
MNonth Dakista 3s iS5
Oregon 132 58
South Diakotn 2 i3
{/tah 128 56
izt 235 24
Wonining 34 i3
Total Owest 1,768 772

Fbibitd |

* The Arizona adjustment reflects Commission’s represcription Decision No. 62507, Docket No. T-
01051B-97-0689. Docket No. T-01051B-99-105 is the general rate case in which revenue recover
of the increased depreciation expense is at issue. Upon final order in the rate case, the annual cap
will be revised to reflect the offsetting revenues.
*¥* The New Mexico adjustment reflects the New Mexico Commission’s interim rate order in

Docket No. 3007.

adjustment when rates are final.
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Permanent rates will be set in Docket No. 3008 and will be reflected in this
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EXHIBIT 5



Balanced Exclision Table

T = Number of Statistical Tests Performed (excluding benchmarks).
F = Number of Observed Test Failures (z > 1.65)
N = Average CLEC Sample Size for All Metrics or Potentially Excluded Metrics

Expected
Number | Parity-Null Type |
of Tests |Critical Value|  Failures Exclusions
T K oT F<K F>K
N <=1,450 | N> 1,450

10 2 0 0 0 0

20 3 1 1 0 1x(1-FIT)
30 4 1 1 0 1x(1-FT)
40 4 2 2 0 2x(1-FM
50 5 2 2 ] 2x(1-FM)
60 6 3 3 0 3x(1-FM)
70 7 3 3 0 3x(1-FM)
80 7 4 4 [0} 4x(1-F)
90 8 4 4 0 4x(1-FT)
100 9 5 5 0 5x(1-FM)
110 9 5 5 0 5x(1-F/M)
120 10 6 6 0 6x(1-F/T)
130 11 6 6 0 6x(1-F/M)
140 11 7 7 0 7x(1-F/T)
150 12 7 7 0 7x(1-FM)
160 13 8 8 0 8x(1-F/M)
170 13 8 8 0 8x(1-FM)
180 14 9 9 [¢] 9x(1-F/M)
190 15 9 9 0 9x(1-FT)
200 15 10 10 0 10x(1-F/T)
250 18 12 12 0 12x(1-FIT)
300 21 15 15 0 15x(1-F/T)
350 24 17 17 0 17 x(1-FIT)
400 27 20 20 0 20x (1 -F/T)
450 30 22 22 0 22 x(1-FIT)
500 33 25 25 0 25x (1-FIT)
550 36 27 27 0 27 x (1 -F/T)
600 39 30 30 0 30x (1-F/T)
650 42 32 32 0 32x(1-F/M)
700 45 35 35 v} 35x (1-FM)
750 48 37 37 ] 37x(1-FT)
800 50 40 40 0 40 x (1 - F/T)
850 53 42 42 4] 42x(1-FM)
900 56 45 45 0 45x (1 -F/T)
950 59 47 47 0 47 x (1 -F/T)
1000 62 50 50 0 50x (1-F/T)

¢ Directions: Compute the number of tests performed (T). Compute the number of 2§
test failed (F) based on a critical value of 1.65 (or -1.65). Compare the number
of failed tests to the K value. If F<K, then the null hypothesis of parity service is
accepted and oT exclusions are provided the ILEC (the expected number of
Type | failures). If F>K, then the null hypothesis of parity service is rejected and
the exclusions are adjusted to account for Type Il error. If the average sample
size for the CLEC is less than or equal to 1,450, then no measures are excluded
because Type Il error exceeds Type | error. For average CLEC sample sizes

. greater than 1,450, Type Il error is small enough to ignore. However, the

¥ exclusions should be adjusted by the percent of passed tests (1 - F/T).

DCO1/HAZZM/138570.1
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CERTIFICATE OF SERVICE

I, Charles M. Hines III, hereby certify that a true and correct copy of the foregoing “Comments
on Remaining Issues Regarding the Performance Plan in Arizona; AZ Docket No. T-
00000A-97-0238” was delivered by overnight delivery or first-class mail this 29™ day of
January, 2001 to the individuals on the following list:

Andrew D. Crain

Steven R. Beck

Qwest Communications, Inc.
1801 California Street, # 5100
Denver, Colorado 80202

Maureen Arnold

U S WEST Communications, Inc.
3033 N. Third Street, Room 1010
Phoenix, Arizona 85012

Timothy Berg

Fennemore Craig

3003 N. Central Ave., Suite 2600
Phoenix, Arizona 85016

Richard S. Wolters

AT&T Communications of the
Mountain States, Inc.

1875 Lawrence Street, Room 1575
Denver, Colorado 80202

Joan Burke

Osborn Maledon

2929 N. Central Avenue, 21* Floor
P.O. Box 36379

Phoenix, Arizona 85067-6379

Michael M. Grant

Gallagher and Kennedy

2600 N. Central Avenue
Phoenix, Arizona 85004-3020

Mark Dioguardi

Tiffany and Bosco PA
500 Dial Tower

1850 N. Central Avenue
Phoenix, Arizona 85004

Joyce Hundley

United States Department of Justice
Antitrust Division

1401 H Street NW, Suite 8000
Washington, D.C. 20530
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Karen Johnson

Penny Bewick

Electric Lightwave, Inc.

4400 NE 77" Avenue
Vancouver, Washington 98662

Jeffrey W. Crockett

Thomas L. Mumaw

Snell & Wilmer

One Arizona Center

Phoenix, Arizona 85004-0001

Darren Weingard

Stephen H. Kukta

Sprint Communications Company, L.P.
External Affairs, Western Region

1850 Gateway Drive, 7™ Floor

San Mateo, Claifornia 94404

Carrington Phillips

Cox Communications

1400 Lake Hearn Drive, N.E.
Atlanta, Georgia 30319

Thomas H. Campbell
Lewis & Roca

40 N. Central Avenue
Phoenix, Arizona 85007

Bill Haas

Richard Lipman

McLeodUSA

6400 C Street, SW

Cedar Rapids, Iowa 54206-3177

Richard Smith

Cox California Telecom, Inc.
Two Jack London Square
Oakland, California 94697

Richard M. Rindler

Morton J. Posner

Swidler Berlin Shereff Freidman, LLP
3000 K Street, N.W., Suite 300
Washington, D.C. 20007



Michael W. Patten

Brown & Bain

2901 N.Central Avenue

P. O. Box 400

Phoenix, Arizona 85001-0400

Charles Kallenbach

American Communications Services, Inc.

131 National Business Parkway
Annapolis Junction, Maryland 20701

Karen L. Clauson
Thomas F. Dixon

MCI WorldCom Inc.
707 17% Street, #3900
Denver, Colorado 80202

Scott Wakefield

RUCO

2828 N. Central Avenue, Suite 1200
Phoenix, Arizona 85004

Daniel Waggoner

Davis Wright Tremaine
2600 Century Square
1501 Fourth Avenue
Seattle, WA 98101-1688

Alaine Miller

NEXTLINK Communications, Inc.
500 108™ Avenue NE, Suite 2200
Bellevue, WA 98004

Douglas Hsiao

Rhythms NetConnections

7337 S. Revere Pkwy, Suite 100
Englewood, CO 80112

Jim Scheltma

Blumenfeld & Cohen

1615 Massachusetts Ave., Suite 300
Washington, DC 20036

Raymond S. Heyman
Randall H. Warner

Roshka Heyman & DeWulf
Two Arizona Center

400 N. Fifth St., Suite 1000
Phoenix, AZ 85004

Mark N. Rogers

Excell Agent Services, LLC
2175 W. 14" st.
Tempe, AZ 85281
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Mark P. Trinchero

Davis Wright Tremaine

1300 SW Fifth Ave., Suite 2300
Portland, OR 97201-5682

Bradley Carroll

Cox Arizona Telecom, LLC
1550 W. Deer Valley Rd.
Phoenix, AZ 85027

Diane Bacon

Communications Workers of America

Arizona State Council
District 7 AFL-CIO, CLC
5818 N. 7% St., Suite 206
Phoenix, AZ 85032

Robert S. Tanner

Davis anht Tremaine LLP
17203 N. 42" st.

Phoenix, AZ 85032

Gena Doyscher
Global Crossing Local Services, Inc.
1221 Nicollet Mall, Suite 300
Minneapolis, MN 55402

Karen L. Clauson
Eschelon Telecom, Inc.
730 2™ Ave. S., Sulte 1200
Minneapolis, MN 55402

Janet Livengood

Z-Tel Communications, Inc.
601 S. Harbour Island Blvd.
Tampa, FL 33602

Deborah Scott

Utilities Division

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

Jerry Rudibaugh

Hearing Officer

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

Mark A. DiNunzio

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007



Christopher Kempley

Legal Division

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007
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Maureen Scott

Legal Division

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

Charles M. Hines III



